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MUTUAL SECURITY ACT OF 1953 


TUESDAY, MAY 5, 1953 


CONGRESS OF THE UNITED STATES, 
SENATE CoMMITTEE ON ForeIGN RELATIONS 
AND House or REPRESENTATIVES 
CoMMITTEE ON Forretan AFFAIRS, 
Washington, D.C. 


The committees met, pursuant to call, at 10:05 a. m. in the 
caucus room, Senate Office Building, Senator Alexander Wiley (chair- 
man of the Senate Committee on Foreign Relations) presiding. 

Present: Senator Wiley (chairman of the Senate Committee on 
Foreign Relations), Representative Chiperfield (chairman of the 
House of Representatives Committee on Foreign Affairs), Senators 
Smith of New Jersey, Hickenlooper, Taft, Ferguson, George, Green, 
Fulbright, Sparkman, Gillette, Humphrey, and Mansfield; Repre- 
sentatives Vorys, Bolton, Merrow, Judd, Fulton, Javits, LeCompte, 
Morano, Adair, Prouty, Richards, Battle, Carnahan, Zablocki, and 
Hays. 

Chairman Witry. May we have quiet, please? 

This joint meeting of the Senate Foreign Relations Committee and 
the House Foreign Affairs Committee is for the purpose of hearing 
the directors of the responsible agencies of the Government present 
the Mutual Security program for fiscal 1954. 


IMPORTANCE AND SCOPE OF PROGRAM 


I venture to say that there will be no more important single piece 
of legislation before the Congress at this session. The decisions which 
we make on the proposals about to be presented to us will have a very 
important impact upon the future of the world. 

It is not exaggerating to say that they may mean the difference 
between peace and war. 

How much can we afford to spend in this vast enterprise from the 
point of view of the soundness of our economy and the heavy tax 
Snstiens which our people bear? How much can we afford not to 
spend from the point of view of our survival as a free people? Those 
are the basic questions which we will be trying to answer in the weeks 
ahead. 

PROCEDURAL DETAILS 


Our procedure this morning has been adopted so that both com- 
mittees, with primary legislative authority and responsibility, would 
hear the initial presentation of the program simultaneously. 
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Because of the limitation of time there will be no opportunity for 
members of the two committees to ask questions of the witnesses this 
morning. 

After this first session, however, each committee will continue its 
hearings separately, and each of the witnesses testifying this morning 
will return for questioning later. 

The first witness today is Secertary of State Dulles, who will be 
followed by the Secretary of the Treasury, Mr. Humphrey, the Secre- 
tary of Defense, Mr. Wilson, and Mutual Security Administrator 
Stassen. 

JOINT SENATE-HOUSE COOPERATION 


Before Secretary Dulles begins his statement, I want to extend on 
behalf of the members of the Senate Foreign Relations Committee 
cordial greetings to our colleagues from the House of Representatives. 
We are glad to join with them in this session this morning. 

As you will note, the seating arrangements under such circum- 
stances always constitute a difficult problem. I am sure the members 
of both committees appreciate the difficulty, and will bear with us. 

Now I would like to ask Chairman Chiperfield of the House com- 
mittee if he desires to make a statement. Chairman Chiperfield. 

Chairman Currerrrecp. No, I do not desire to make a statement. 

Chairman Witey. We will carry on. Since the room is crowded, 
we will ask you all to be as quiet as possible in order that everyone 
may hear the testimony of these distinguished representatives of 
the executive branch of the Government. 

At this time we shall hear from the Secretary of State, the Honor- 
able John Foster Dulles. Mr. Dulles. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Duties. Chairman Wiley, Chairman Chiperfield, and 
members of the Foreign Relations and Foreign Affairs Committees, 
I am extremely happy to have this opportunity to appear before you 
in support of ecalliaad Eisenhower’s Mutual Security Program for 
the fiscal year 1954. 

The President is himself sending a communication to both Houses 
this morning which will be available as soon as either House has 
convened. 

Mr. Stassen, Mr. Wilson, and Mr. Humphrey are all personally 
here with me, and will join in describing the program to you. My 
own discussion will deal primarily with the i policy aspects 
of the projected program. 


PURPOSE OF PROGRAM 


A main purpose of the program is to get the most security for the 
least cost, and the way to do that is to cooperate with others. The 
mutual program will produce more real security for the people of 
the United States than we could get by spending the same amount 
of money on a purely national program. 

I want to make clear at the beginning that this program has 
nothing to do with pure charity. It is based upon solid considera- 
tions of self-interest. It is, in fact, an inescapable part of our own 
national security program. 
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Let me, if I may, describe some of the basic principles which under- 
lie the.program as a whole. First, our country is confronted with a 
very grave threat. There is not yet any evidence that this threst has 
diminished or will diminish within the foreseeable future. 


INSURANCE AGAINST AGGRESSION 


Our Government stands ready to seize every honorable and practi- 
cal opportunity for a peaceful settlement of international differences. 
But, as President Eisenhower said in his recent message to the NATO 
Council: 

Until the conditions for genuine peace have been firmly established it would 
be foolhardy for us to delude ourselves about the dangers confronting us. 

We, of course, have no aggressive purposes ourselves, but we want 
to increase the likelihood that any aggressive intent of ‘others will be 
curbed by the knowledge that the cost of aggression will be greater 
than any possible gain. That is not yet the case everywhere. But 
where it is the case, ‘there is more security. 


STRENGTH THROUGH MUTUAL DEFENSE 


Secondly, we recognize that the safety of the United States cannot 
be assured by the strength of the United States alone, indispensable 
as that strength is. 

When any “nation falls a victim of Soviet aggression, whether inter- 
nal or external, the Soviet. Union becomes stronger, and United States 
safety is lessened. It isas simple as A, B, C. 

Aside from the tragedy to the peoples concerned who are conquered, 
Soviet domination means that these people and their resources will be 
harnessed to the Soviet war machine, and may be turned against us. 

If Soviet communism is permitted to gobble up other parts of the 
world one by one, the day will come when the Soviet world will be so 
powerful that no corner of the world will be safe, including our 
corner. 

On the other hand, if the free nations retain their freedom and de- 
velop their strength and unity, they can continue to make a vital 
positive contribution to peace and security. Their soldiers will con- 
tinue to stand beside our soldiers, their factories will continue to work 
with our factories, in deterring and resisting aggression. 


EFFECTIVE UNITED STATES LEADERSHIP 


Third, other free peoples will only continue to develop their strength 
and unity effectively if the United States is prepared to provide posi- 
tive leadership. 

We cannot, of course, assume exclusive responsibility for the security 
of the whole world, and there are areas where those who are directly 
concerned should exercise, we believe, greater responsibility. But un- 
less the strongest nation of the free world takes an initiativ e, others 
can searcely be expected to do so. 
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GLOBAL ASPECTS OF PROGRAM 


Fourth, this program of mutual security has been planned on a 
global basis. Why is it? That is because we cannot safely see only 
one area and be blind to the others. All parts of the world are inter- 
dependent. 

Fifth, our mutual security planning must be and is long-range 
planning. We cannot afford to exhaust ourselves by spasmodic efforts 
designed to meet ever-recurring emergencies. We cannot operate on 
a day-to-day, hand-to-mouth basis. Instead, we must think in terms 
of policies and programs that we can afford to live with for what may 
be a very long time. 


ECONOMIC HEALTH AND MILITARY EFFORT 


Sixth, this program is based upon the principle that we and our 
allies alike must maintain an essential balance between our economic 
health and our military effort. The American economy is the very 
heart of the strength of the free world, but our resources are not un- 
limited, and we dare not endanger our fundamental economic sta- 
bility. The same is true of our allies. If economic stability goes down 
the drain, everything else goes down the drain. 


MAXIMUM RETURN ON INVESTMENT 


Seventh, this program is designed to get maximum value for all 
the money spent. The burden of this program is too great for us to 
finance “boondoggles.” 

This program represents prudent investments in concrete projects 
which will benefit the United States as well as other nations. 


RETAINING PEACE INITIATIVE 


And finally, this program is aimed at retaining the initiative for 
peace which was seized by President Eisenhower’s great address of 
April 16. We are not dancing to any Russian tune; we are taking 
the lead in the search for peace. 

There are some indications that the Soviet leaders have already 
begun to react to the growing strength of the free world. It is im- 
perative that we continue to increase this strength, and thereby in- 
crease the chances for the success of our policies. 

The principles which I have stated related to the mutual security 
program as a whole. I would like now to discuss briefly the program 
proposed in relation to the various parts of the world. 


NATO 


A large part of the total amount is being requested for the European 
area. Most of this assistance is for the purposes of the military de- 
fense within the framework of the North Atlantic Treaty Organiza- 
tion. 

Let us consider for a moment why this area is so important. As 
I mentioned in my recent report to the American people on NATO, 
the United States and its NATO allies now have approximately a 
3-to-1 lead over the Soviet bloc in the production of steel. But if 
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Russia should take all of Europe, then the ratio would drop to about 
50-50. 

Today, the NATO countries, as a whole, have a 5-to-2 lead over the 
Soviet bloc in the production of coal. But if Russia took all of Europe, 
the Soviet empire would then have a 3-to-2 advantage in this vital fuel. 

It is clear—and these illustrations could be repeated many times— 
that American security could be gravely imperilled by Soviet con- 
quest of Europe. 

Now, let us look at the other side of the coin. While our European 
allies remain free and strong they can make a positive substantial 
contribution to the defense of the free world, including the United 
States. 

MAXIMUM AND EFFICIENT PROTECTION 


Since the beginning of NATO we have delivered to Europe in 
economic and military aid combined over $10 billion, a large sum; 
but during this same period they have spent about $30 billion from 
their own budgets for the same defense purposes. So the total is $40 
billion, of which we have contributed one-quarter. 

The principle is the same to which we have resort at home when we 
seek to get protection against fire. We all of us contribute to a fire 
department, and we get better protection more cheaply than if each 
tried to get his protection by himself. 

Today there are approximately 75 NATO divisions in existence 
across the Atlantic, plus sizable air and naval forces. It is true that 
many of these troops need more training and equipment before they 
can be fully effective. 


DETERRING SOVIET AGGRESSION 


However, let us not underestimate their value. The NATO forces 
already represent a significant deterrent to Soviet aggression, and a 
veal contribution to the protection of all NATO people, including the 
people of the United States. 

If these forces did not exist we would need a much larger security 
establishment in the United States, with an immense increase in costs, 
and hundreds of thousands more Americans in uniform. 

As you know, the NATO Council met a few days ago in Paris. All 
agreed that it was vital to maintain NATO strength, not only to 
maintain it but to build it up. 

We did, however, face a problem because the NATO members have 
about reached the limit of their present ability to improve quality 
and, at the same time, to maintain the past rate of build-up of the 
NATO forces. The situation was one that obviously called for a 
change of emphasis. 


IMPROVING QUALITY OF NATO FORCES 


Rather than continuing to exhaust our resources in a precipitate 
military build-up, we have agreed to undertake a more gradual and 
steady build-up, which is consistent with United States and European 
economic capabilities, and also greater emphasis will be placed at this 
time upon improved quality of NATO forces rather than upon immedi- 
ate quantitative increases. 
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I do not want anyone to get the impression that NATO is cutting 
back its program. Quite the contrary—our plans call for NATO to 
move forward realistically toward greater defense capacity. 

The program which we agreed on for the calendar year 1953 pro- 
vides for a moderate increase in the size of NATO forces as well as 
a very substantial improvement in their quality. i - 

If these plans are carried out, it is the judgment of our military 
experts that the NATO forces in Europe, by the end of this year will 
be nearly 30 percent stronger than they are now. 


EUROPEAN DEFENSE COMMUNITY 


Another major problem m Europe today is the attainment of Euro- 
pean unity and, particularly, the integration of Germany into the free 
European community. Without a German military contribution 
there will be a very serious gap in the NATO defense system. 

The plan which the Europeans themselves have devised for integrat- 
ing their defense efforts and achieving a German contribution is, as 
you know, to create a common army under a European defense 
community. 

The French Premier, Rene Mayer, the Italian Prime Minister, de 
Gasperi, the German Chancellor, Adenauer, and the leaders of the 
three Benelux countries are all solidly behind EDC. 

They have told me with the greatest emphasis that they see no good 
alternative. They are doing their very lead best to secure the ap- 
proval of EDC, which is already in treaty form, but which needs to 
be ratified by their national parliaments. 

It is inevitable that legislative bodies, as you well know, should 
want to give careful consideration to any step as far-reaching as EDC. 
But the reasons for EDC are so compelling that we must hope that 
these parliaments will not long delay its establishment. 


EUROPEAN CONTRIBUTIONS TO MUTUAL DEFENSE 


I believe that our own United States plans can be based on the pres- 
ent assumption that the nations of continental Europe will continue 
to do their share of the job of creating adequate defenses, and will be 
able to overcome the political obstacles that now stand in the way of 
a unified effort. 

Now, turning from Europe to the opposite side of the world, the 
Far East, we find there severe Soviet and Chinese Communist, mili- 
tary pressures combined with extreme economic difficulties. 

The problems of this area are closely linked with those of Europe 
and are of great consequence to American security. 


COMMUNIST AGGRESSION IN INDOCHINA 


Communist aggression in Indochina represents one of the most 
serious present threats to the free world. The present aggression 
against Laos is an extremely disturbing development. The primary 
responsibility for the conduct of military operations rests upon the 
Associated States and upon France. Their manpower must do the 
fighting, and they are also bearing a large share of the military cost. 
But they are clearly incapable of bearing the entire cost. , 
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Our mutual security program, which we are presenting here, pro- 
vides for $400 million and some military end items for the purpose 
of helping the French and Indochinese peoples to reduce this Com- 
munist threat to manageable proportions, and there is provision for 
some possible modest increase in aid of a new and more vigorous 
planning. 

FORMOSA 


Formosa—we must materially increase the effectiveness of Chinese 
forces on Formosa. Defense measures in Formosa are closely related 
to and dependent upon economic stability, and it is also important 
that we assist directly in improving economic conditions. 

If Formosa can be made militarily strong and economically healthy, 
it can exercise a powerful attraction upon the enslaved peoples of 
nearby Asia, the continent. 


JAPAN, THAILAND, INDONESIA, AND THE PHILIPPINES 


Japan is one of the prime targets of Communist expansion in the 
Far Bast. Under the security treaty with Japan it is expected that 
Japan will be increasingly assuming responsibility, within its eco- 
nomic capabilities, for its own defense against direct and indirect 
aggression. 

This mutual security program which we present to you provides 
for funds for weapons for Japanese internal security and home 
defense. 

We are also requesting moderate funds which can be used in Thai- 
land, The Philippines, and Indonesia, each of which faces grave 
problems of Communist origin. 


NEAR EAST 


Let us now look to the Near East and South Asia. The Near East 
is one of the main crossroads of the world, and has great strategic 
importance. It has a large and growing population and very im- 
portant resources. 

This area is subject to Soviet pressures attempting to take advantage 
of political unrest and economic distress. 

Western prestige, that unhappily includes United States prestige, 
in this area has been deteriorating steadily, and the situation requires 
urgent and decisive remedial measures. 

Some of us are leaving on Saturday to visit this area to get a 
first-hand impression of the problem. 


TECHNICAL ASSISTANCE AND MILITARY AID 


Our present program for this area provides for a continuance of 
technical assistance projects at approximately the current rates; for 
the maintenance of programs of relief and rehabilitation of refugees; 
and a limited program of economic aid for capital development. 

We also seek authority to undertake limited military aid programs 
to the countries of the Near East—programs which we can develop 
and, which we hope, will contribute to their internal security, and 
will assist in promoting peace beteween Israel and the Arab Nations, 
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and in establishing a regional defense organization. While the total 
sought for this area is not great, it can be, we are convinced, vitally 
important. 

SOUTH ASIA 


In South Asia, which includes both India and Pakistan, we find 
a population as large as that of China. This population is still free, 
happily, from Communist control. However, present economic condi- 
tions in this area provide a happy hunting | ground for the Communists. 

It is vitally important in South Asia to move toward a solution of 
the twin problems of food and health. Both India and Pakistan have 
well thought-out plans for economic development and have shown 
great initiative in going forward with these plans despite their very 
limited resources. I believe that we are iustified i in some continuance 
of aid, although at a rate below that which had been previously 
planned. 

The programs of special economic aid planned for these areas are 
small in terms of the total need, but they can be of immense value, 
especially if they can be continued for several years. 


LATIN AMERICA 


Moving finally to Latin America, I want to state my belief that 
the United States in the past has too often failed to give proper 
attention to our good friends with whom we have had beneficial 
political and economic relations for so many years, and who have 
assumed with us collective responsibility for the defense of this 
hemisphere. 

At present American private investment provides large amounts 
of capital which contribute to the improvement of economic condi- 
tions and living standards in Latin America, and we believe that 
private enterprise should continue to take the lead wherever it can. 

However, there are certain important needs which cannot be met 
by private capital. In view of the importance of this area, the pro- 
gram being presented to you proposes a moderate increase in our 
assistance to Latin America. 


TECHNICAL ASSISTANCE AND LIMITED MILITARY AID 


This aid takes the form of technical assistance designed to improve 
living standards through diversification and inc reased productivity. 

It also includes limited military assistance to help the Latin- 
American countries to place their military forces in a better state of 
readiness so that they would be able to cooperate more effectively 
in the defense of this hemisphere. 


REDUCTION IN PROGRAM 


The total requested by this entire program is less by the amount of 
$1,772,000,000 than was requested by the so-called Truman budget 
for the fiscal year 1954. This reduction, great as it is, is not as great 
as many of us would like, would have liked to see, having regard 
to the need for a balanced budget, to restabilize our currency and, 
eventually, to reduce taxes. 
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The reduction of this program is, however, as great as, in our 
judgment, can be reconciled with the essential security of the United 
States. 

It, of course, may be that developments, good developments, may 
make unnecessary, bad developments may make impossible, the 
prudent spending of all of the sums here requested. 

You can be confident that if that is the case, money not needed 
will not be spent. 


DANGER IN ADDITIONAL BUDGET CUTS 


We do, however, say to you that we consider that it would be im- 
prudent and dangerous not to have available at least the sums we 
looms requested. Indeed, it might well prove to be the case that we 
have not asked for enough. 

In these matters it is impossible to avoid taking risks. I believe 
that if we have erred, we have, perhaps, erred on the side of asking 
for too little rather than too much. 


GRAVE INTERNATIONAL SITUATION 


We must not disguise from ourselves the fact that the international 
situation is critical. For example, all of Southeast Asia is today 
in great peril, and if Indochina ania be lost, there would be a chain 
reaction throughout the Far East and South Asia. Countries, many 
countries, which have always looked to the Western World and, par- 
ticularly, to the United States, as the source of greatest power, both 
material power and moral power, are beginning to wonder whether 
or not the center of power has not shifted from Washington to Mos- 
cow. Even in the Western World there are now Communist elements 
ready and eager to take power, political power, upon a platform of 
appeasement of Soviet communism or at least benevolent neutrality 
toward Soviet communism. 


ABDICATING UNITED STATES LEADERSHIP 


At this juncture there are forces at work within the United States 
which would result in a further abdication of leadership. 

There are those who would sharply raise our tariff; there are those 
who would sharply cut foreign aid; there are those who would seek 
to impose upon our friends and allies additional restrictions upon 
their trade with the Communist world, even in terms of nonstrategic 
articles. There are those who would sharply cut the military con- 
tributions of the United States to NATO and other alliances. 

If all of these things should happen, happen abruptly and suddenly, 
then the United States would be isolated and in the greatest danger 
of its entire history. 


UNITED STATES AND ITS ALLIES 


In testifying yesterday before the Ways and Means Committee I 
referred to the fact that the present foreign-aid program will reduce 
budgetary and unallocated economic aid to our principal allies. Our 
allies accept this in good spirit as a necessary part of a common pro- 
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gram whereby we all try to bring our extraordinary security commit- 
ments into line with economic health. 

But, if we do not do all that is possible within the limits of our 
economic health, then our purposes will be misinterpreted and our 
allies will feel that their fragile economies are being subjected to 
multiple blows which are more than they can sustain. 

It is the judgment of the President and his Cabinet and of the 
National Security Council, after the most intensive investigation, on 
the one hand, that the program here presented is within the capabilities 
of the United States and consistent with moving as rapidly as possible 
toward a balanced budget and, on the other hand, that anything ap- 
preciably less would be dangerous to our peace and security. 

I can assure you gentlemen that there is no “water” in this program 
to be squeezed out without taking greater risks than we believe are 
acceptable at the present time. 


PROCEDURAL DETAILS 


I believe this will be made apparent to you as you hear the further 
development of the facts through the statements to be made by Mr. 
Stassen, Mr. Wilson, and Mr. Humphrey. 

Thank you. 

Chairman Wirry. Thank you, Mr. Secretary. 

The speakers have agreed among themselves that they will present 
the program in the following order : Next follows Harold E. Stassen, 
Director a Mutual Security, and after him will be heard Charles 
E. Wilson, Secretary of Defense, and after him George M. Humphrey, 
Secretary of the Treasury. 

We are happy to have you with us. May we now hear the Honorable 
Harold E. Stassen. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR FOR MUTUAL 
SECURITY 


Mr. Strassen. Honorable Chairmen and members of the Committees 
on Foreign Relations of the Senate and Foreign Affairs of the House 
of Representatives, following upon that clear and cogent policy state- 
ment by the Secretary of State, may I, at the opening of my remarks, 
express my apprec iation to the chairmen, Senator Wiley and Repre- 
sentative Chiperfield, to Senator George and Representative Richards, 
and to all the members of the two committees for the invitation to meet 
with you this morning. 

Your thoughtful and constructive participation in the development 
of this crucial portion of our Nation’s security program has been, and 
will be, of great value. 

It is today my responsibility and my privilege to present for your 
consideration the broad outlines, the important details, the concepts, 
the methods, and the objectives of President Eisenhower’s new mutual 
security program. 


PRESIDENT EISENHOWER AND THE PROGRAM 


This program is a reflection of the philosophy and the principles of 
the President so often and so eloquently expressed. And, as the See- 
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retary of State has said, the President is sending today, as we open 
this presentation, a message to the Congress. 

This program’s objective i is peace—peace with justice—peace with 

freedom—peace with progress. 

It seeks to bring about among the free nations mutual strength, 
mutual confidence, mutual understanding, and mutual progress. 

Its twin consequences will be a rapid buildup of effective defensive 
strength in the free world and a steady advance in the standards of 
living of the free peoples. It means increased security for the United 
States. 

COORDINATED RESPONSIBILITY 


The program will be carried out under the direction of the President 
in a manner closely integrated with the total program of the Govern- 
ment, taking guidance on foreign policy from the Secretary of State, 
on defense policy from the Secretary of Defense and, through him, 
from the Joint Chiefs of Staff, on financial policy from the Secretary 
of the Treasury, and with respect to budgetary practices from the 
Director of the Bureau of the Budget. It will utilize, whenever appro- 
priate, the services and counsel of the other departments and agencies 
of the Government, such as the Departments of Commerce, Agricul- 
ture, Interior, and Health, Education, and Welfare. 

In its administration, we will faithfully reflect the decisions of the 
Congress and will ever endeavor to serve the people of the United 
States. 

With this broad outline, Mr. Chairman, may I turn to specific im- 
portant details of the proposed mutual security program of 1954. 


OVERALL REVIEW 


The Secretary of State has indicated that the total of new obliga- 
tional authority requested in the mutual security program has been 
reduced from the previous 1954 budget by $1.8 billion—from $7.6 bil- 
lion to about $5.8 billion. 

Before discussing the several components of this total, several gen- 

eral statements concerning this figure seem appropriate. In the first 

place, it is the result both of an exhaustive review of our national- 
security policies and of a detailed evaluation of the operation and 
effectiveness of past and present mutual security programs. It rep- 
resents the product of months of work by the National Security 
Council, where each of our security objectives was carefully studied, 
and its importance weighed in relation to the fiscal considerations that 
the Secretary of the ‘Treasury will discuss with you. It reflects the 
findings which resulted from the careful local studies which were 
recently made by special evaluation teams, comprised of nearly 60 
outstanding leaders of American industry and finance, in 12 countries 
now participating in the program. It mirrors the experience and 
knowledge which were gained by the Secretaries of State, Defense, and 
Treasury and myself during our several trips to Europe and particu- 
larly in the course of the recent meeting of the North Atlantic Council 
in Paris. 
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ECONOMY MEASURES 


In the second place, as the President has already indicated, we are 
hopeful, as a result of our present close and careful scrutiny of the 
present mutual security program, of discovering certain savings 1n 
currently appropriated funds which can be applied to reduce some- 
what the presently requested authorization for new obligational 
authority; that is, if the savings are transferred to or to take a part 
of the $5.8 billion new authority. 

The exact amount of any real savings can only be determined as we 
approach the close of the fiscal year. They depend upon the extent 
to which any of the specific requirements on which present programs 
were based have been eliminated and not replaced by new, comparable 
requirements, the extent to which reductions in the originally esti- 
mated prices of military equipment have occurred, and other similar 
factors. 

LOCAL CURRENCIES 


In the third place, I should note in passing that the foregoing aggre- 
gate figure does not include something under $100 million in local 
currencies past allocations which are already, or will become, avail- 
able to the United States in the form of counterpart or as contributions 
by other governments and which are required to carry out the pro- 
gram presented. 

CONTINGENT REQUIREMENT 


Finally, I should caution the committees that this is a tight pro- 
gram, as the Secretary of State has stated, and one in which no pro- 
vision has been made for a number of contingent requirements which, 
because they are contingent, we felt should not be included. I refer 
particularly to possible requirements for additional economic assist- 
ance in Korea beyond the $71 million, which is included as a contri- 
bution to the UN Korea Reconstruction Agency, especially if further 
great increases are to be made in the ROK forces, and to the possible 
need for aid in averting famine in Pakistan, if that becomes a very 
large need, and the potential need is now the subject of special study. 

I mention these because I think it is important and right for you 
to know at the very outset precisely what is and precisely what is 
not included in the request for authorization which is now before you. 


SUMMARY OUTLINE 


Within this $5.8 billion total, slightly over $4 billion is requested for 
mutual defense material and training. 

Of this amount, approximately $2.58 billion is requested for the 
Enropean area, about $1 billion for ‘he Far East, slightly under $475. 
million for the Near East, and $20 million for Latin America. 


MAINTAINING DEFENSE OBJECTIVES 


Within the $5.8 billion, an additional $995 million is requested over 
and beyond that $4 billion figure I mentioned for mutual defense fi- 
nancing. This portion of the program is designed to assist certain 
countries in Europe and the Far East in carrying out important de- 
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fense objectives in a manner which will prevent their own budgets 
from remaining in disastrous imbalance. 

Of this amount, $400 million would be utilized for the procure- 
meni of equipment, materials, and services which are required by, or 
are necessary for the support of, forces of France which are located 
in Indochina and forces of the Associated States of Cambodia, Laos, 
and Vietnam. 

Of the total amount of $995 million which I referred to for mutual 
defense financing, $100 million is intended for the manufacture in 
France of artillery; ammunition, and semiautomatic weapons which 
are required by, and are to be delivered to, French forces assigned to 
the North Atlantic Treaty Organization, and another $100 million 
is designed for the manufacture in the United Kingdom of modern 
military jet aircraft required by the United Kingdom forces for the 
defense of the North Atlantic area. 


ANTICIPATED REDUCTION IN AID TO UNITED KINGDOM 


The provision of these amounts in the manner indicated, together 
with $100 million which is requested to finance United States exports 
to the United Kingdom of certain commodities, particularly of wheat, 
cotton and lard, of which we have an ample supply, would have these 
effects : 

It would mean that direct financial assistance to the United King- 
dom would be cut in half from 1953 to 1954. There would be a further 
reduction antic ips ited the following year, and early termination of all 
such assistance is contemplated. The resulting loss in dollars for 
balance of payments would be partially cushioned by increasing earn- 
ings on jet aircraft production and other military material contracts 
with the United States. 


THE PROGRAM AND FRANCE 


But this cushioning of balance-of-payments loss through increased 
offshore procurement earnings would not ease or assist the budget of 
the United Kingdom. For France, approximately 40 percent of the 
Indochina war would be covered by contributions in various forms 
from the United States. 

May I reflect the situation in this manner: In both of these situa- 
tions, if the average taxpayers of the United Kingdom and of France 
continue, as they do tod: ay, to pay slightly more taxes proportionately 
than the average taxpayer in the United States, then each country 

can—the United Kingdom and France—with able management, ad- 
just to the new program reasonably well and effectively carry out their 
extensive commitments for mutual defense and national security. 
I am convinced, however, that the amounts recommended are the very 
minimum which the United States should provide, and these amounts 
are directly related to the essential objectives of our country as well 
as theirs. 

MUTUAL SPECIAL WEAPONS PLANNING 


$250 million is requested for Mutual Speci: al Weapons Planning. 
This is a new provision. This does not affect atomic weapons, which 
are controlled, as you know, by other legislation. It will include only 
such special weapons as the President may determine, after the stu dy 


220n9__%? ° 
33902—< 








14 MUTUAL SECURITY ACT OF 1953 


of new weapons now under way by the SHAPE command 1s com- 
pleted. Double safeguards, we recommend, should be included in this 
portion of the law to insure that the security interests of the United 
States are served. Specifically, it is proposed that the President be 
responsible for determining, first, the wisdom of initiating the produc- 
tion of specified weapons of this type, and, second, the desirability of 
any physical transfer of equipment, after production, or the provision 
of training. 

With such safeguards, I am convinced that this $250 million will, 
in the course of the next 4 or 5 years, prove to be the most important 
$250 million in the defense portion of the Mutual Security Act. 


INCREASING EFFECTIVENESS OF NATO FORCES 


One of our greatest assets in defense is, and has been, the productive 
and scientific genius of the free peoples. The objec tive of NATO de- 
fense planning, as of American defense planning, has not been one 
of matching man for man a potential army of aggression, but rather 
of making our forces as effective as possible through a combination of 
training and modern weapons. ‘The special new weapons that are now 
beginning to enter production or are nearing the completion of de- 
velopment must be a part of that planning if we are to create, with a 
minimum cost, the most effective defensive shield. We are thus pro- 
posing to take at this time those steps that are appropriate that will 
make possible the sharing with our allies of the industrial and 
scientific advances that can make our people more safe from attack 
and our collective armed forces more secure and effective in combat. 


MUTUAL DEVELOPMENT AND TECHNICAL PROGRESS PROGRAM 


Smaller amounts are involved in the mutual-development and 
technical-progress programs ; approximately $315 million for economic 
aid directed toward development and about $140 million for technical 
cooperation. Of the $315 million, $30 million represents a request 
for an authorization, but not at this time for an appropriation, to 
cover anticipated future contributions to UNWRA, the United Nations 
agency for the relief and resettlement of Arab refugees. These sev- 
eral amounts, totaling $454 million, are predominantly for India and 
Pakistan, for southeast Asia, for the Near East, and for Latin 
America and Africa. These amounts are eur less than the direct 
defense portions contained in the proposal, but the programs which 
they cover may well prove to be the most important of all in their 
ultimate long-term effect. 

India has a well-conceived plan for long-term development now 
under way. I know some Members of Congress have recently been 
there. Moderate assistance for 3 years should be anticipated, but only 
1 year is included in the 1954 fiscal-year program. 


PARTICIPATION OF UN AND OTHER MULTILATERAL ORGANIZATIONS 


The multilateral organizations whose work advances the broad 
security and humanitarian objectives of the Mutual Security Program 
together require a little more than $100 million. This amount in- 
cludes funds for our proposed contributions to the United Nations 
International Children’s Emergency Fund, commonly called 
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UNICEF, United Nations Technical Assistance (UNTA), the 
Organization of the American States (OAS), the United Nations 
Korean Reconstruction Agency (UNKRA), and the Intergovern- 
mental Committee for European Migration (ICEM). Our support 
of these programs is in furtherance of President Eisenhower's 
inaugural statement that— 

respecting the United Nations as the living sign of all people’s hope for peace, 
we shall strive to make it not merely an eloquent symbol but an effective force. 
Because of the great humanitarian and economic importance of these 
international programs to the free world, we must continue to assume 
leadership in making them succeed. 

Of these 5 multilateral undertakings, 3 are integral parts of the 
U.N. system, 1 is solely inter-American, and 1 is organizationally out- 
side of the U. N. framework. The total effort and accomplishments 
of all of these, however, have come to be regarded by less fortunate 
people everywhere as concrete evidence that ‘the leading free nations 
are willing to back expressions of concern and interest with tangible 
deeds. 

CUTTING THE PROGRAM AND MAINTAINING DEFENSE 


I realize that some will sincerely feel that this proposed program 
cuts too deeply and too sharply into the amount of the previously 
planned program. I realize that others will sincerely feel that even 
more drastic reductions should not be made. 

It is our considered conclusion after careful study that the vital 
objectives of our country in the mutual security program can be 
attained through this reduced amount if wisely used in the new 
program. 

It is also our considered conclusion that these recommended amounts 
are urgently needed in the interests of the safety and security of our 
country. 

It is our pledge that these funds will be administered with extreme 
care and that throughout the year every opportunity will be seized for 
further savings when they can be made without prejudice to our coun- 
try’s objectives. As I have also stated we expect to make moderate 
but important savings in the 1953 program which is now in the last 
month of its fiscal year. These savings will be reported to the com- 
mittees later, and can be credited against the amount now requested 
for the new program. 


CHARACTERISTICS OF NEW PROGRAM 


This new mutual security program in President Eisenhower’s ad- 
ministration will have these characteristics : 

Longer range planning and programming with open discussion 
of future requirements, subject always to the annual decisions and 
reviews of Congress. 

2. Earlier attainment of strong defense capabilities through more 
rapid deliveries of critical items and more thorough training of 
forces in being. 

3. Constant insistence on the importance of economic stability and 
an expanding gross national product among the free nations as the 
essential foundation for sound defense. 
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4. Accelerated planning for the use of new weapons for the defense 
of the free nations against threatening totalitarian thrusts. 

Full enlistment of the cooperating defensive strength of all na- 
tions who oppose the Soviet Communist power. 

6. Expanded use of the production capacity of Europe through a 
combination of United States and multination orders which will per- 
mit efficient mass production of NATO arms and the consequent es- 
tablishment of a better production base in Europe. 

7. Steady development of the natural resources and the people’s 
capabilities in the less advanced areas of the free nations. 

8. Gradual expansion of fair and profitable trade between the free 
countries. 

9. Broader cooperation with voluntary organizations engaged in 
similar activities with emphasis on the “people- ‘to- people” relationship. 

10. Increased reliance upon private capital for all phases of eco- 
nomic accomplishment. 

And, 11, Alertness and willingness to adjust to any new conditions, 
in accordance with the President’s April 16th address. 


ENDORSEMENT AND SUPPORT 


In other words, we seek a rapid, sure-footed climb with our partners 
to a high plateau of secure preparedness, and then, shoulder to shoul- 
der, an advance along that plateau toward peace and better living for 
ourselves and for others. 

Mr. Chairman, without minimizing the difficulties and obstacles 
we face, I do have confidence that this mutual security program can 
be carried through successfully. 

This confidence is rooted in my deep and abiding faith in the freedom 
and the inherent dignity of men. 

It is strengthened by my regard and appreciation for the superb 
abilities and excellent teamwork of the officials of the administration 
upon whom so much of this program depends; I refer to the Secretary 
of State, John Foster Dulles; the Secretary of Defense, Charles Wil- 
son; the Secretary of the Treasury, George Humphrey; and the 
Director of the Bureau of the Budget, Jose »ph_ Dodge. 


CONFIDENCE IN ADMINISTRATION LEADERSHIP 


My confidence is fortified further by my knowledge of the high 

caliber and the devotion to duty of the members of the uniformed 

services of our country, the Army, Navy, Air Force, and Marines, upon 
whom so much of our mutual security work depends. 

It is fed by my conviction of the truly great qualities of the peoples, 
and of the leadership, of the other countries with whom we work in the 
mutual security program. 

Regardless of the cynics, the defeatists, the timid souls, and the 
shortsighted ones, let us move forward with faith and determination, 
with realism and sound planning. Thus will we, in the United States 
of America, be worthy of our national power and responsibility, and 
of our opportunity in 1953, under the leadership of President 
Eisenhower. 

Thank you, Mr. Chairman and members of the committee. 
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Chairman Wier. Thank you, Mr. Harold E. Stassen, Director for 
Mutual Security. 

We shall now hear from the Honorable Charles E. Wilson, Secre- 
tary of Defense. We are glad to see you, sir. If you will, you may 
carry on in your own way. 


STATEMENT OF HON. CHARLES E. WILSON, SECRETARY OF 
DEFENSE 


Secretary Witson. Thank you, sir. 
RECENT NATO CONFERENCE 


Mr. Chairman and members of the committee, late yesterday after- 
noon I returned from 3 weeks in Europe. Both before and after the 
NATO meeting in Paris, I visited many of our Army, Navy and Air 
Force units and installations in England, France, Germ: iny (including 
Berlin), Austria, Italy and North Africa. During various parts of 
the trip I was accompanied by Secretary of the Army Stevens, Secre- 
tary of the Navy Anderson, Assistant Secretary of Defense Nas h, 
and General Bradley, Chairman of the Joint C hiefs of Staff. 


DISCUSSIONS WITH MILITARY ADVISERS 


We have had the benefit of extensive discussions with the com- 
manders of our United States Forces in the European theater and 
with most of the United States military officers who are holding top 
NATO commands, including General Ridgway, General Gruenther, 
General Norstad, and A¢ lmiral Carney. We visited some of our Air 
Force bases in England and North Africa, as well as several of the 
bases in France and Germany where United States Air Force units 
are presently deployed. We went to a number of our headquarters 
and command posts in Western Germany, Berlin, and Austria. We 
spent the better part of 2 days with the Sixth Fleet in their regular 
operations in the Mediterranean. 

I was favorably impressed with the morale of our forces in all 
three services, and by the leadership of their commanders. It was a 
matter of real pride and satisfaction for me to see the way in which 
our soldiers, sailors, marines and airmen are conducting themselves 
in the performance of a task which is without precedent in world 
history—the presence of the military forces of one friendly country 
in the territory of another in times of peac e—peace at least in those 
countries. Our military men abroad must be, each one of them, sales 
men of American policy and good will. They recognize this and 
progress is being made in establishing and maintaining confidence, 
cooperation and good will between our country and our allies. 


ADVANTAGES OF ON-THE-SPOT SURVEYS 


Here in Washington we get immersed in the details of administra- 
tion and of planning what we are going to do. To measure the 
progress we are making, and what we are getting for the money we 
are spending is difficult so far away from the scene of activity. That 


is why it is good to get out in the field and see there the results of 
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our efforts here at home. It is essential that we physically audit the 
results of our policies, planning and expenditures. This is what we 
have been doing. It cannot be done by more paperwork in the 
Pentagon. 

The principal mission of our forces in Europe is to directly and 
indirectly support the efforts of the North Atlantic Treaty Organiza- 
tion in maintaining our mutual freedom. While there is much still 
to be done, progress has been made not only in a military sense but 
in an economic and political sense as well. 


SUPPORTING NATO 


There was not time to visit the forces of any of our NATO allies, 
but I did have the advantage of meeting a number of their defense 
ministers and enjoyed the benefit of having fairly extensive discus- 
sions with them, notably the Defense Ministers of the United King- 
dom, France, Italy, Belgium, and the Netherlands. Their under- 
standing of the problems that lie before them and their determination 
to find solutions for these problems was impressive and encouraging. 
It was especially interesting to see the unanimity of their conviction 
that nothing could be derived from the developments of recent months 
in the U. S. S. R. which would justify any lessening of our common 
NATO effort to build the strength and security of the North Atlantic 
Community. This, as a matter of fact, was the view not of the de- 
fense ministers alone, but was the conviction of the entire NATO 
Council, including the foreign ministers and the finance ministers 
as well. 


APPRAISAL OF NATO 


The review of the military situation in the NATO meeting in 
Paris, the informal discussions which I had with Defense Ministers 
and military leaders of other nations, and my conversations with our 
own United States commanders, and inspection of the installations 
on which United States forces are presently deployed, have all led 
me to the following conclusions: 

(a) We have come quite a long way toward the goal of attaining 
security for the North Atlantic Community ; 

(6) We still have a long way to go, measured in terms of military, 
economic and political strength ; 

(ec) To date no justification has yet appeared to warrant any belief 
that the danger has disappeared or even appreciably lessened ; 

(d) We have now reached a posture of defense in NATO where 
we can determine the rate of further improvement in our military 
forces in the light of the economic capabilities of NATO nations to 
sustain a continued defense effort and state of preparedness over an 
indefinite period of years. 

(e) Problems outside the N ATO area, particularly in the Pacific 
where two hot wars are now going on, require individual treatment, 
although they are essentially an important part of the defense of the 
free world. 
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INDICATIONS OF PROGRESS 


When we think our current rate of progress leaves much to be 
desired, it is useful to look back and see how far we have come. 
This was my first visit to Europe since 1948, when I went over as a 
member of the Humphrey committee, headed by the present Secre- 
tary of the Treasury. The committee was set up, as required by 
Congress in connection with the Economic Recovery Act, with duties 
to appraise whether the plants in Germany which had been listed 
for reparations, would contribute more to the recovery of Western 
Europe if allowed to remain where they were instead of being dis- 
mantled and shipped elsewhere. The effective work of this com- 
mittee at that time gave me insight into the military and economic 
problems then existing in Western Europe. 

The situation in the countries I visited then was quite different 
from what I found it to be on my present trip. Then the efforts 
of the United States to develop a postwar policy that would lift a 
war-torn and discouraged Western Europe from her knees, lest 
Europe fall an easy prey to the westward sweep of Soviet commu- 
nism, were just getting underway. Today, even the most casual 
visitor to Europe can see that progress is being made. Perhaps 
it is too much to say that Western Europe has been saauiiaentindty 
rescued from communism. But I will say that the danger in which 
she stood in 1948-49 has now been reduced to a comforting degree. 

Everywhere I went on my recent trip, there were striking evi- 
dences of people well fed, well clothed, and with work to do. The 
degree of intensity of effort varied, of course, from country to 
country, but everywhere one saw new construction and industrial 
and agricultural activity on all sides. 


IMPROVED DEFENSE FORCES 


On the side of military strength, the picture of progress in the 
last 3 years, since NATO first got really under way, gives cause for 
satisfaction. In 1950 Western Europe’s military forces were des- 
perately inadequate. Moreover, the actual strength of these forces, 
in terms of real combat effectiveness, was much less than the figures 
themselves would indicate. Much of the existing equipment was 
worn out and obsolete; training of the troops was inadequate; and 
there was no organization of the several national contingents into 
a balanced and coordinated partnership effort. 

Today, through the soedlbeieien efforts of all member nations, we 
now have an integrated, effective combat structure. In those units 
which were in existence when NATO first began, critical equipment 
deficiencies have been eliminated and the effectiveness of the train- 
ing has been greatly improved. A substantial number of additional 
units have been raised and are being continually strengthened and 
improved. Just over a year ago at Lisbon the member nations set 
for themselves specific force goals to be raised during the calendar 
year 1952. Those goals have substantially been met. The accession 
of Greece and Turkey to NATO and the resultant addition of their 
substantial forces to those of the other NATO members have pro- 
vided the supreme allied commanders a sizable combat force 
which already has served as a strong deterrent to aggression. 
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EXPANSION AND DEVELOPMENT OF FACILITIES 


This same period has also seen a substantial expansion and develop- 
ment of the physical facilities required by the forces which are being 
created, Airfields, communications networks, jet fuel systems, and 
other segments of the so-called infrastructure program, which were 
lacking in the beginning, are now becoming available both for the 
training of units and for operational use should such use become 
necessary. 

One of the principal accomplishments of this last NATO meeting 
was the reaching of agreement on the balance of the infrastructure 
program and the sharing of its cost by the participating nations. 
This will permit badly needed advance pl inning and will insure the 
making of adequate provision in the national defense budgets to pro- 
vide for this highly essential segment of the NATO defense buildup. 


EXPANDING NATO PRODUCTION BASE 


An important part of the ability to resist aggression is the provi- 
sion of the necessary backing to enable this resistance to be maintained 
effectively over a period of time long enough to permit the bringing 
up of reserves. A good start in this direction has been made in ex- 
panding the NATO production base both through the United States 
offshore procurement program and through a general improvement 
of the production capabilities of the NATO countries through our 
defense support assistance. 


OFFSHORE PROCUREMENT 


A sound offshore procurement program makes good sense to me. 
It will help to utilize the great production potential of Western 
Europe. It will establish a production base nearer to the point of 
possible use—a particularly important consideration in connection 
with such Sande as ammunition which are rapidly expended in the 
early days of hostilities before supplies can begin to flow across the 
seas. Also by establishing production within nondollar areas, the 
trade between the United States and such areas will be brought into 
better balance without the necessity of direct dollar assistance, 

It is my expectation that the countries where we are placing offshore 
procurement orders can in general produce as che: “pl or ever more 
cheaply than the items can be produced in the United States. This 
is an essential requirement of a sound offshore oe urement program. 


UNITED STATES RETURNS ON INVESTMENT 


While we were in Paris, the Defense Ministers of five NATO coun- 
tries, including myself, participated in a ceremony marking the execu- 
tion of contracts for the procurement of half a billion dollars worth 
of fighting aircraft sorely needed for the buildup of the NATO air 
strength. I personally inspected and witnessed flight tests of the 
French Mystere Mark IV and the British Hawker Hunter, two types 
of interceptor fighters which are being purchased by the United States 
as a part of its contribution to the jointly financed program, I was 
favorably impressed by the performance of these planes and I feel 
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the United States as well as the other participating nations will get 
good value for the money invested in this program. I understand 
that the legislation now under consideration contemplates a substan- 
tial expenditure for additional offshore procurement. Properly exe- 
cuted, this is a sound course of action. 


MILITARY EQUIPMENT DELIVERIES 


One of the points in which the other NATO representatives were 
particularly interested during the recent meeting in Paris was the 
extent to which in coming months the United States would be able 
to make good on deliveries of military equipment under the mutual 
defense assistance program. I made a full report to the Council 
on this subject in which I outlined the improvement that has been 
made in the production of certain items of equipment which are in 
short supply. I pointed out that during the first 2 months of the 
current year, $696 million of MDAP equipment was supplied by the 
United States to its allies throughout the world. I concluded that 
with the flow of production as we now see it coming, I believed we 
would be able to keep deliveries under our military assistance program 
geared to the ability of the NATO member nations to receive, main- 
tain, and effectively utilize the equipment. 


OTHER DEFENSE DEPARTMENT PLANNING 


Because I have been so close to the European scene in recent weeks, 
I have concentrated by observations on the NATO part of the pro- 
posed program. However, the fact that I have dwelt at some lengtin 
on European problems does not mean that the Department of Defense 
has its eyes focussed on Europe alone. 

Since the cost of the Korean war effort is included in our United 
State defense budget, and not in the mutual-security legislation, I am 
not dealing with the Korean problem at this time. 


THE FAR EAST 


I have been closely following the situation in Southeast Asia since 
the attack on Laos, and while in Paris had a number of discussions of 
the problem with the French. I feel that substantial aid from the 
United States will be required if the efforts of the French and the 
Associated States are to be successful in stemming the tide of aggres 
sion. Meanwhile every effort is being made to see that the forces 
fighting communism in Indochina will hot suffer for lack of equipment. 
The threat to Thailand is also being taken fully into account. You 
will see as the program for the Far East is laid out for you that, to- 
gether with the further strengthening of Japan, Formosa, and the 
Philippines, more than 25 percent of the total proposed military aid 
is designed to replace weakness with strength in this vitally important 
area. 

THE MIDDLE EAST 


Likewise the crucial Middle East is not being neglected. Our 
efforts are assisting cooperative nations to strengthen their defenses 
so that they may not only defend their own countries but do their 
part in the defense of the free world. My discussions with the NATO 
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commanders for this area have convinced me there is a real need for 
improving the situation in this area. Substantial funds are therefore 
requested to create strength where weakness now may be a temptation 
for further aggression. 

Thus, from the examination which I have been able to make of the 
program with Governor Stassen has outlined for you, I believe it to 
be a balanced program which takes into account the most vital needs 
in the effort we and our partners are making to achieve security for 
the free world. The amount of additional aid now asked for repre- 
sents a substantial reduction from amounts previously contemplated, 
some $1,800 million less. 


EFFICIENCY AND ECONOMY 


I believe, however, that it represents the proper amount which should 
be requested at this time. In considering this military-aid program 
we have looked at it in the same way as we have our own defense 
requirements. We have kept both need and cost in mind and we have 
encouraged our NATO partners to do the same. It is our-objective 
to achieve greater efficiency and economy. It is our aim to achieve a 
balanced program by deferring production of military equipment and 
other items not now contributing directly or effectively to the common 
defense. This will permit to some extent distributing the economic 
burdens of defense over a greater number of years without to any 
important degree sacrificing a reasonable defense posture. Moreover, 
the present request is based upon the validated need for new obliga- 
tional authority in the fiscal year 1954 in relation to required deliveries 
and production, taking fully into account unexpended balances from 
previous appropriations. 


ENDORSEMENT AND SUPPORT 


In conclusion, it is my opinion, confirmed by the judgment of other 
members of the executive branch, that this program is what can and 
should be done by way of military assistance in the fiscal year 1954. 
In particular, the State Department has a great responsibility—Fos- 
ter Dulles—in this position. 

i hope that after it has been explained to you in further detail b 
the witnesses to follow, you will agree that it is the program which 
should be authorized by the Congress of the United States. 

Chairman Wiiey. Thank you, Mr. Charles E. Wilson, Secretary 
of Defense. 

We will now be privileged to hear the Honorable George M. Hum- 
phrey, Secretary of the Treasury. Mr. Humphrey, it is good to see 
you, sir. Will you carry on in your own manner / 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF THE 
TREASURY 


ACCENTING MILITARY-END ITEMS 


Secretary Humpnrey. Mr. Chairman and members of the committee, 
you have noted from what has previously been said by the precedin 
witnesses that the great bulk of the money that is dow Banna feciaatel 
is to be spent for direct contributions to our security. It will be 
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largely for military-end items or directly contributing to our friends 
and our own mutual defense. You have also heard it said by the 
previous witnesses that we will get as much, or more, for our money in 
security in this way than by making additional direct military expendi- 
tures. It is our purpose to secure ‘the maximum of security wherever 
it may be for the least possible expenditures of money. I believe 
that the assistance proposed in this legislation meets that require- 
ment. I think it should be rendered and that we can render it ad- 
vantageously as compared with any equal expenditures elsewhere. 
It is understood, of course, by all concerned that as time goes on 
and if conditions change, proposed expenditures will be reduced or 
omitted wherever that can properly and suitably be done without prej- 
udice to our security, and at all times every effort will be made to get 
our full money’s worth. 

A good part of the money being requested in this bill will not be 
spent in the coming fiscal year. Its authorization enables the forward 
planning and contracting that is necessary when you are engaged in 
building a defense force. But it is planned for expenditure at a 
later date. 

UNSPENT AUTHORIZATIONS 


This question of continuing new obligational authority has been a 
matter of deep concern to the administration. As you know, when 
President Eisenhower entered office he inherited the problem of $81 
billions in outstanding obligations and unsatisfied authorizations to 
spend Government funds. The expenditures for the fiscal year 1954— 
the expenditures I will talk about in a few minutes—will come largely 
from this overhang. 

If we are ever going to balance the budget and bring expenditures 
within the tightest possible control, we must do something about achiev- 
ing a runoff of the large carryover of unspent authorizations. We 

cannot continue to ask each year for substantially more money than 
we will actually spend in the ensuing 12 months, because that means 
the overhang constitutes a snowballing threat to financial stability. 

Now we have tried to do something about this problem in the bill 
that is before you. We are changing the direction that has been fol- 
lowed in the past few years. But we are not proposing to do so with 
unreasoning abruptness. We are trying to strike a proper balance 
between maintaining an adequate and continuing free-world defense 
and creating the conditions for long-term financial st ability in this 
country. 

NEW PROCEDURE FOR ANTICIPATED EXPENDITURES 


The way to do that, it seems to me, is to request each year less than 
will be spent in the next 12 months. You will note from the exhibits 
before you that we are beginning to put that policy into practice right 
now. Changing the practice of the past, we now propose that the 
Congress authorize new funds for foreign assistance in an amount 
smaller than the anticipated expenditures during the coming fiscal 
vear. As we do our future planning we will have constantly before 
us the objective of reducing the overhang of unutilized authorizations. 
That is a very important ‘objectiv e, and I want you to know that it 
is not only our objective but is now our determined practice. That 
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is why I have talked first about this problem of new obligational 
authority. 
EXPENDITURES FOR FISCAL 1954 


Now I turn to the problem of actual expenditures during fiscal year 
1954. These will be large. There is no question that these expendi- 
tures and others necessary to our national security will affect the 
possibility of balancing the budget and the time when we can look 
forward to tax reductions. Because this administration is committed 
to a program of sound money and of reducing taxation at the earliest 
possible time, I can assure you that these e xpenditures have been most 

carefully studied from the standpoint not only of their effectiveness 
but also from the point of view of the necessity of making them in 
the proposed amounts to contribute to essential security. We are 
committed to the policy of constantly reviewing the necessity of 
making the expenditures currently during the year and will make 
reductions or eliminations whenever and wherever justified. Although 
expenditures of such magnitude will necessarily create problems, they 
can be handled under the sound financial principles to which we are 
committeed. 

ENCOURAGING PRIVATE INVESTMENT ABROAD 


In formulating the foreign-assistance program, close attention has 
also been given to the desirability of fostering private investment 
abroad. This will not only reduce public expenditure but the Govern- 
ment should not undertake activities that can better be carried on by 
the people themselves. In this direction we will be constantly alert 
to utilizing the International Bank for Reconstruction and Develop- 
ment and the International Monetary Fund wherever that is possible. 
To this end also it is the policy of the Government that interest rates 
on any governmental loans which may be necessary shall be such as 
not to discourage private investment. 


MILITARY PREPAREDNESS AND MAINTAINING UNITED STATES ECONOMIC 
STRENGTH 


As we progress throughout the year we will give serious considera- 
tion to the problem of the rate of expenditures which we will lay 
before you next year. We will strive for proper balance between 
military preparedness in the United States and overseas, and mainte- 
nance of economic strength at home. We have already laid the 
groundwork for establishing that balance. In the NATO meeting 
in Paris last month, my associates and I took steps in that direction. 
Our friends abroad were fully advised of this policy. As we go 
through the next year we will build upon that foundation. 

Meanwhile, we feel that the program which has been presented 
to you today is the best balance between security for our friends and 
ourselves and our necessity for reducing expenditures that can be 
appropriately managed at this time. We are looking forward to 
making savings wherever possible and further progress in making 
additional reductions in the future. 

Thank you very much. 

Chairman Wury. Thank you, Mr. George M. Humphrey, Secre- 
tary of the Treasury. 
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We also want to say that we are very grateful for hearing the facts 
that have been given us from the representatives of the executive 
department. 

The next meeting of the Senate Foreign Relations Committee will 
be held in the Old Supreme Court Chamber, in the Capitol Building, 
at 10:30 a. m. tomorrow, and Mr. Stassen will be the witness. 

The House committee will have Mr. Dulles as their witness. 

There are no more witnesses to appear before us this morning, and 
the meeting stands adjourned. 

(Whereupon, at 11:30 a. m., the committees adjourned; the Senate 
Committee on Foreign Relations to reconvene at 10:30 a. m. Wednes- 
day, May 6, 1953, in the Old Supreme Court Chamber, Capitol 
Building.) 
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WEDNESDAY, MAY 6, 1953 


Unrrep STates SENATE, 
CoMMITTEE ON ForetGn RELATIONS, 
Washington, D.C. 

The committee met, pursuant to call, at 10:35 a. m., in the Old 
Supreme Court Chamber, United States Capitol, Senator Alexander 
Wiley (chairman) presiding. 

Present : Senators Wiley (chairman), Smith of New Jersey, Hicken- 
looper, Langer, Ferguson, Knowland, George, Fulbright, Sparkman, 
Gillette, and Humphrey. 

The Cuarrman. The meeting will come to order. 

There will be inserted in the record the President’s message of 
May 5, 1953. 

(The document referred to is as follows :) 


PRESIDENT’S MESSAGE 


May 5, 1953. 
To the Congress of the United States: 

I recommend to the Congress the passage of legislation extending the Mutual 
Security Program in order to enable the United States to carry out its responsi- 
bilities of leadership in building up the security of the free world and the pros- 
pects for peace both for ourselves and our allies. 

The basic purpose of this program is simply the long-term security of the 
United States living in the shadow of the Soviet threat. 

The program being submitted to you includes approximately $5,250,000,000 
ffor military weapons and support directly to the defense efforts of our 
friends and allies. It also includes approximately $550 million for technical, 
economic, and developmental purposes designed to promote more effective use 
of the resources of the free nations and thus to further the freedom and security 
of all of us. This total represents a reduction of about $1.8 billion from the 
previous administration’s 1954 budget. 

The devotion of so large a portion of this request to military purposes is a 
measure of the peril in which free nations continue to live. The blunt, sober 
truth is that we cannot afford to relax our defenses until we have seen clear, 
unmistakable evidence of genuinely peaceful purpose on the part of the Soviet 
Union. As I strive to make clear to all peoples in my recent appeal for real 
peace and trust among nations, we continue earnestly to hope for such evidence, 
so that the world may turn its energies and resources to serving the needs, 
rather than the fears, of mankind. 

Until Soviet good faith is proven by deeds, the free nations must rely on their 
own strength for the preservation of peace. To fail to continue vigorously to 
strengthen our military forces would be to risk wasting all our efforts for the 
past five years in defense of our liberties. 

Since the initiation of our major bipartican foreign-aid program in 1947, 
the accomplishments of the free world have been very great. In Greece, the 
onrush of Communist imperialism has been halted and foreed to recede. Out 
of the ruins left by that aggression, a proud, self-reliant nation has reestablished 
itself. ‘Threatened economic and political collapse in Western Europe was 
averted through the intensive efforts of the great peoples of that continent aided 
by American resources. Revitalized economies in Europe today are producing 
more than ever before and are in a far better position to defend themselves 
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from external or internal aggression. In the Near East and Far East, American 
aid is helping many new nations on their way to a better life for their citizens. 
And the free natins everywhere—realistically facing the threat of Soviet aggres- 
sion—have in addition sought to create, with American assistance, the military 
strength essential to guard their security. 

The Mutual Security Program for 1954 has been developed by the new admin- 
istration after the most careful study and deliberation. All elements of the 
program have been reviewed in great detail, all proposals subjected to thorough 
scrutiny. 

From this study T have come to certain clear conclusions. 

First, the United States and our partners throughout the world must stand 
ready, for many years if necessary, to build and maintain adequate defenses. 

Second, to accomplish this objective we must avoid so rapid a military buildup 
that we seriously dislocate our economies. Military strength is most effective— 
indeed it can be maintained—only if it rests on a solid economic base. 

Third, we must help the free nations to help themselves in eradicating condi- 
tions which corrode and destroy the will for freedom and democracy from within. 

Fourth, it is necessary to do more in the Far East. We are proposing to make 
substantial additional resources available to assist the French and the Associ- 
ated States in their military efforts to defeat the Communist Viet Minh 
aggression. 

Fifth, since it is impossible to forecast precisely the year and moment when 
the point of maximum military danger may occur, the only prudent course calls 
for a steady military buildup, with our partners throughout the world, sustained 
and planned so as to use our joint capabilities with maximum efficiency and 
minimum strain. 

We must and shall keep steadfastly on the course we have set. We must— 
so long as the present peril lasts—keep constantly growing in a military strength 
which we can support indefinitely. These basic principles were agreed upon and 
applied in the suecessful meeting of the North Atlantic Treaty Council just 
concluded in Paris. 

While the amounts requested for technical, economic, and developmental 
purposes are small as compared with the military support, these programs are 
nonetheless of the most vital importance. They will be applied chiefly in south 
and southeast Asia, the Middle East, Latin America, and Africa. Through these 
programs, the United States is proving its interest in helping the peoples of 
these areas to work toward better and more hopeful conditions of life, to 
strengthen the foundations of opportunity and freedom. To guard against the 
external military threat is not enough: we must also move against those condi- 
tions exploited by subversive forces from within. 

I present this whole pregram to you with confidence and conviction. It has 
been carefully developed by the responsible members of this administration in 
order to achieve—at least possible cost—the maximum results in terms of our 
security and the security of our friends and allies. In my judgment, it represents 
a careful determination of our essential needs in pursuing the policy of collective 
security in a world not yet freed of the threat of totalitarian conquest. 

Unequivoeally I can state that this amount of money judiciously spent abroad 
will add much more to our Nation’s ultimate security in the world than would 
an even greater amount spent merely to increase the size of our own military 
forces in being. 

Were the United States to fail to carry out these purposes, the free world 
could become disunited at a moment of great peril when peace and war hang 
precariously in balance. 

This is the way best to defend successfully ourselves and the cause of freedom. 

Dwicut D. EISENHOWER. 

Tue Wurre Hovss, May 5, 1953. 


STATEMENT OF HON. HAROLD FE. STASSEN, DIRECTOR FOR MUTUAL 
SECURITY 


The Cuarrman. Our witness this morning is the Honorable Harold 
E. Stassen, Director for Mutual Security. Mr. Stassen, we are happy 
to see you. There are a few questions I want to ask. 

Mr. Strassen. Yes, Mr. Chairman. 
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EVALUATION TEAM 


The Cuarmman. Yesterday after the meeting I was approached by 
several newspapermen, who spoke of a group of businessmen whom 
you had sent abroad. They inferred that the report made by those 
businessmen was not consistent with the findings of our witnesses 
vesterday. 

* Now, I think that we should clear this matter up. What are the 
facts on the subject ? 

Mr. Strassen. The facts are, Mr. Chairman: first, that the program 
that we have formulated is, in our judgment, consistent with the re- 
ports of the 55 evaluators; second, that a portion of the reductions 
that we have made in earlier aid estimates directly reflect some of 
their recommendations; and finally that these businessmen are com- 
ing back tomorrow into the city, at which time I am reporting to them 
on what we have done about the matters that they recommended, and 
requesting their judgment as to the manner in which we are moving. 

We anticipated that we would make a report to the Congress of our 
conclusions, and then report back to them, and discuss with them the 
manner in which we were carrying out their recommendations. 

The CuarrmMan. Yes. Justa minute, please. 

I think you said that, in your opinion, the report you made yester- 
day was substantially in compliance with the evaluation team’s find- 
ings. Isthat right? 

Mr. Strassen. That is right. 

The Cuarrman. Did they put that report or finding in writing? 

Mr. Srassen. Yes; they did. They made a group of country re- 
ports in writing. 


REPORT SUBMITTED TO FOREIGN RELATIONS COMMITTEE 


The Cuarrman. Are those reports available to this committee? 

Mr. Strassen. I believe some of them have been sent to your com- 
mittee on a classified basis, of course. 

The CuarrmMan. Do you mean that they were sent to the staff of the 
Foreign Relations Committee ? 

Mr. Strassen. Yes. I think the reports on France, the United King- 
dom, and Greece have already been delivered, and there will be more 
of them. We are having them reprinted, a couple of hundred copies 
of each. They are quite voluminous, and all of these reports are on 
a classified basis, with only some deletions with respect to comments 
on specific personalities. We have already moved on certain person- 
ats situations covered by the reports, and even those deletions will 
be checked with the evaluation teams themselves. In other words, 
when I saw how valuable the reports were, I wrote to these evaluators 
and asked them—first, whether they would be agreeable to our making 
the reports available to the Departments of State, Defense, and Treas- 
ury, and to the Director of the Bureau of the Budget, all of whom are 
intimately involved in our program; second, whether they would be 
willing to have their reports made available to the ambassadors and 
missions in the countries involved ; third, whether they would be will- 
ing to have them be made available on a classified basis to the com- 
mittees of Congress, and, finally, whether as much as possible, of the 
reports, consistent with the foreign-policy interests of our country in 
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its relations to other countries, could then be released to the press. In 
certain instances, these teams asked that some sections not be released 
because they were very personal comments on the way in which certain 
of the personnel in some of these countries should be handled. 

Tomorrow I meet all day with the teams. I will go over these 
reports with them and reach a final conclusion with them as to the way 
in which their reports are handled in detail. 


DESCRIPTION OF TEAMS 


The Cuatrman. When you speak of teams, would you mind out- 
lining just what you mean? Did you set up separate teams? 

Mr. Srassen. Yes. 

The Cuamman. What did they consist of? Did you send them into 
different countries ? 

Mr. Strassen. Yes. 

The procedure was this: When President Eisenhower, on November 
20 last year, asked me to take this responsibility, I began to think of 
how I could get promptly an administrative relationship to this pro- 
gram, spread as it is all over the world. I decided I would ask some 
outstanding businessmen and financial leaders to take a firsthand look, 
and to do so without compensation. 

So I asked Mr. Clarence Francis to become my deputy for evalua- 
tion, and to organize this evaluation approach. We picked for study 
12 countries whose program involved the major portion of U. 5S. 
foreign aid dollar expenditures, and he then mobilized about 55 men 
for this purpose, and divided them into 12 teams. These teams started 
out for the various countries on the 10th of February, and then when 
they reported back, each team delivered a single copy report to me. 


ENDORSEMENT OF TEAMS 


Those reports were then acted upon, and are still being acted upon. 
I had them reprinted, and asked the teams to come back on May 7 to go 
over the actions that we were taking in response to their 
recommendations. 

I can say they have been very constructive and helpful. I feel that 
the manner in which we are moving in the program now presented to 
the Congress is consistent with, and has drawn some advantage from, 
the evaluation process. Moreover, there will be further constructive 
results from that study that will manifest themselves through the year. 


INSTRUCTIONS OF MUTUAL SECURITY DIRECTOR 


The Cuamman. What instructions did you give them with respect 
to what they were looking for, and so forth? Have you anything to 
say on that ¢ 
Mr. Stassen. Yes. I asked them to evaluate all of the American 
personnel and other national personnel that were working on the pro- 
gram in these countries; to look at the major projects, to analyze the 
manner in which the defense buildup was proceeding from a business 
and financial standpoint, to question any officials that they wished, and 
to make a thorough report as to the way in which they felt that United 
States objectives in a particular country were being carried out, in 
terms of organization, personnel, and the expenditure of funds. 
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CONCLUSIONS OF EVALUATION TEAMS 


The CuarrMaNn. Did they reach a definite conclusion in each country 
as to the amount that should be contributed this year ? 

Mr. StassEN. In some instances they did, and in some instances they 
did not. But I can give you one specific example: 

They were almost unanimous that we should expand this off-shore 
procurement program and tie it into the development of a broader 
defense production base in Europe; and so, for example, the matter 
in which we have moved on the production of Hawker Hunter aircraft 
is specifically in line with the recommendations of these businessmen. 
There are many other things of that kind. 

I have had my staff pull together the recommendations, country by 
country, and these have been disseminated through my executive staff. 
We are putting them into effect, or in some instances, if there is a 
specific recommendation as to which we feel they have overlooked 
something, we are reporting back to them tomorrow and asking that 
they reconsider them, particularly some of the detailed organizational 
recommendations. 


INFLUENCE OF RECOMMENDATIONS ON 1954 PROGRAM 


The CuarrMan. Well, I have before me an account published in this 
morning’s paper regarding a revision of foreign-aid funds. Did the 
recommendations of these teams have anything to do with your com- 
putations for foreign-aid funds for fiscal 1954? 

Mr. StassEn. Yes, they did have an influence on it. 

The Cuamman,. Did you ask them to make a definite recommenda- 
tion as to amount for each specific country, or anything of that kind ? 

Mr. Strassen. We left it to their wishes as to whether they wanted 
to make a definite recommendation for their country or not; and you 
understand, of course, they went to 12 countries and not to all of the 
countries receiving aid, although the policies that they shaped with 
respect to the 12 countries had an influence on the overall program. 


BACKGROUND OF PROPOSED EXPENDITURES 


The Cuarrman. How did you arrive at the figures you gave us 
yesterday in each case ? 

Mr. Srassen. The figures that we gave you yesterday are the result 
of the complete 3- -month study in which the whole National Security 
Council has taken part, and which was supported by extensive staff 
work in the departments that were concerned. We have considered 
the economic status and the defense effort of all of our partners 
among the free nations, and we have taken into account the NATO 
annual review from which we have just returned the way in which 
the force goals were being shaped up, and what the other countries 
were doing. 

In other words, we tried to obtain all of the available information 
we could get on the defense requirements, and the economic neces- 
sities, and have related it to the necessity of conserving funds within 
the United States in order to maintain a stable economy here. Then, 
finally, in the National Security Council we came to a judgment con- 
clusion on which, as you saw yesterday, the Secretary of State, the 
Secretary of Defense, the Secretary of the Treasury, and myself all 
joined in unanimous agreement. 
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UNEXPENDED AND UNOBLIGATED BALANCES 


The Cuarrman. Can you give the committee the unexpended and 
unobligated balances of appropriations for previous year, as of this 
date, June 30, 1953? 

Mr. Strassen. Yes. I can give it to you as of March 31, which is 
the last date that we have. 

The overall total of funds made available for the mutual security 
program, starting with the 1948 amounts and coming on down to 
and including 1953, has been $32,202,580,914. The approved pro- 
grams as of April 30, 1953 have been $31,476,291,792. The cumulative 
obligations for these approved programs have been $27,981,434,193 ; 
so that the unobligated balance as of March 31, 1953, was $4,221,- 
146, 721. 

The cumulative expenditures on this total program through these 
years have been—that is, up to March 31, 1953—the April 30th figures 
are not quite available yet, and all of these except program amounts 
are as of March 31, 1953—$20,343,080,639. So the unexpended bal- 
ance, that is, the balance that represents the authority to pay for all 
the goods that are now in prodae ‘tion and in the pipe line from this 
accumulated program, is $11,859,500.275. That is the broad picture 
in the total worldwide program for this cumulative 5 years. 

The Cuatrrman. When you mention an unoblig: ited balance of some- 
thing over $4 billion, are you speaking of what is being requested 
but has not yet been obligated or contracted for? 


REQUIREMENTS FOR NATO FORCES 


Mr. Strassen. That represents the requirements for these NATO 
forces and the other forces around the world that are not yet covered 
by contracts. They are the contracts that are now in negotiation 
in the Department ‘of Defense, and through other channels, to meet 
the requirements that Congress has pre viously approved. 

It means everything from aircraft and munitions to electronics, 
radar, rockets, tanks, trucks, flying suits, a whole range of things, 
mine sweepers—that whole range of objects for which we are now 
in the process of contracting. 

The CuarrMan. In other words, these expenditures are contem- 
preted or are in the process of being contracted for, but they have not 
een obligated. 

Mr. Strassen. That is right. 


COUNTERPART FUNDS 


The CuarrmMan. Have you taken into consideration any counter- 
part funds in this matter? 

Mr. Srassen. We take it into consideration, but it is not included 
in the table that I just gave you. In other words, these are United 
States dollars that I just gave you. 

The Cuamman. What is the amount of counterpart funds unex- 
pended or unallocated ? 

Mr. Strassen. Counterpart funds? I do not have the total pres- 
ently in mind, but it will probably be—it is a comparatively smaller 
amount. It will reflect into 1954 somewhere in the vicinity of $100 
million worth of currencies of many different kinds all over the world 
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that have been set aside by these countries under the provision of law 
that required that counterpart be 10 percent set aside for United 
States use. 

SUMMARY CHART OF PROPOSED PROGRAM 


The CuarrMan. I call your attention to a chart clipped from a news- 
paper. I think it would be he ‘Ipful if you would look at it, and tell 
us if it is accurate. If you think it is, I should like to put it in the 
record, because it seems to be a condensation which anyone can 
understand. 

Mr. Strassen. At first look it appears to be a very ably done news- 
paper job. I have it in a little more detail in this mimeographed 
sheet that I think is available now to the committee. Do you have 
that in front of you? Have you got extra copies of that? It is un- 
classified, and I suppose we may, if you are agreeable, let the press also 
have it. Have you got some copies of it? 

(The document above referred to is as follows) : 

Norr.—This table reflects revised executive branch figures referred 
to on page 156. 


Vutual security program for fiscal year 195 


> 





4 Aditior 
Req i l rization for — - 
blige a yj" curreneyv 
calle 1g nat) authorization 
requ i 
I. Mutual defense materiel and trainir sec. 540 (new 
of the Mutual Security Act of 1951, as amended, 
which section is added by sec. 101 of the Mutual 
Security Act of 1953 
A. Europe (sec. 101 (a) (1 f the Mutual Secu 
rity Act of 1951, as amended 
Military assistance 
Military iteriel and training $2. 112. 095, 870 $6. 400. OO 
Packing, handling, crating, and trans- 
portation 159, 390, 000 
Infrastructure contribut 180, 000, 000 
2, 451, 485, 8 
Other 
Ad tration of MSP 2 37, 223, 000 10. 609. OOK 
Administration of Battle A 810. 000 268, 000 
NATO administrative and erating 
expens 47, 271, 00 52 819. 000 
Information 6 300, 0 6 7, 200, 000 
{ 04, OOK 
Total, Europ $2, 497, O89, 870 
B, Near East and Africa (sec. 201 of the Mutual 
Security Act of 1951, as amended 
Military materiel and trainin 397, 412, 637 8 000. 000 
Packing, handling, crating, and trans- 
portation 28, 400, 000 
4 $12, 637 
C. Asia and Pacific (see. 301 of the Mutual Secu 
rity Act of 1951, as amended 
Military material and training 1, 013, 872, 336 2 000, 000 
Packing, handling, crating, and trans 
portation... 67, 748, 157 
1, 081, 620, 493 
D. American Republics (sec. 401 of the Mutual 
Security Act of 1951, a ed 
Military materiel and training 18, 791, 720 100, 000 
Packing, handling, crat , and trar 
portation _ . 1, 208, 280 
20, OOO, OOO 
Total mutual defense materiel and 
training 4, 024, 523, 000 62, 396, 000 


See footnotes at end of tabie. 
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Mutual security program for fiscal year 1954—Continued 





Additional 
Requested authorization for 
new dollar obligational ee 
authority tion required 











Il, Mutual defense financing (sec. 541 (new) of the Mu- 
tual Security Act of 1941, as amended, which section 
is added by sec. 201 of the Mutual Security Act of 
1953): 

A. Defense support and economic aid in Europe 
(sec. 101 (a) (2) of the Mutual Security Act 
of 100); an amended)". .. .. ccecconcaneescnss $300, 000, 000 $11, 000, 000 
B. Financing British NATO Aircraft Production 
(sec. 102 (new) of the Mutual Security Act 
of 1951, as amended, which section is added 
by sec. 201 of the Mutual Security Act of 
Dh lac Ria ie te 100, 000, 000 
©. Financing French NATO military production 
(sec. 102 (new) of the Mutual Security Act of 
1951, as amended, which section is added by 
sec. 201 of the Mutual Security Act of 1953) __- 100, 000, 000 
D. Defense support in Formosa and Indochina 
(sec. 302 (a) of the Mutual Security Act of 
1951, as amended)®___................... att 95, 000, 000 
E. Financing the equipment and support of 
forces in Indochina (sec. 304 (new) of the 
Mutual Security Act of 1951, as amended, 
which section is added by sec. 201 of the 
Mutual Security Act of 1953). ............-- 





Total mutual defense financing. ........-- _ $995, 000, 000 11, 000, 000 
Ill. Mutual special weapons planning (sec. 542 (new) of 
the Mutual Security Act of 1951, as amended, which 
section is added by sec. 301 of the Mutual Security 
MR: oil tine ee EE he 250, 000, 000 250, 000, 000 


IV.%Mutual development and technical progress: 
A. Regular technical progress and development 
programs (sec. 543 (new) of the Mutual 
Security Act of 1951, as amended, which 
section is added by sec. 401 of the Mutual 
Security Act of 1953): 
1. The Near East and Africa (sec. 203 of 
Mutual Security Act of 1951, as | 


IN a clei ss wceten ts 43, 792, 500 
2. South Asia (see. 302 (a) of the Mutual 
Security Act of 1951, as amended) -- 49, 100, 000 


3. The Philippines and Thailand (sec. 
302 (a) of the Mutual Security Act of 
1951, as amended). ...__._.-- : 22, 000, 000 

4. The dependent overseas territories in 
the Far East (sec. 302 (a) of the Mu- 


tual Security Act of 1951, as amended) 1, 000, 000 
5. Latin America (sec. 402 of the Mutual : 
Security Act of 1951, as amended) _.- 24, 342, 000 


Total regular technical progress 

and development programs......|------------- 4 140, 234, 500 

B. Materials development (see. 514 of the Mu- 

tual Security Act of 1951, as amended, as 

further amended by sec. 402 of the Mutual 

Security Act of 1953) . 25, 000, 000 25, 000, 000 25, 000, 800 

C. Special economic assistance in the Near East 

and Africa (sec. 206 (new) of the Mutual 

Security Act of 1951, as amended, which 

section is added by sec, 403 of the Mutual 
Security Act of 1953 

1. Arab States, Israel, and Iran_........- 140, 000, 000 

2. UNWRA® 7 9 30, 000, 000 

3. Technical] assistance and development 

in African dependent overseas terri- 

tories A nite batt at 24, 000, 000 











Total special economic assistance 
in Near East and Africa peanefedsbsbviswedaned 194, 000, 000 
D. Special economic assistance for India and 
Pakistan (see, 302 (b) (new) of the Mutual 
Security Act of 1951, as amended, which 
section is added by sec. 404 of the Mutual 
Security Act of 1953) .....................2. 94, 400, 000 94, 400, 000 
Total, mutual development and technical 
progress 


ipwdcimcewesateas 453, 634, 500 | 25, 000, 000 


1 ' 


See footnotes at end of table. 
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Mutual security program for fiscal year 1954—Continued 














i 
Requested authorization for 1 sacl 
new dollar obligational — +o + tad 
authority euthoriaa, 
tion required 
anal he Lipase wncistich re inte 
V {Multilateral organizations (sec. 544 (new) of the Mu- 
tual Security Act of 1951, as amended, which see- 
tion is added by sec. 501 of the Mutual Security Act | 
of 1953): 
A. Movement of migrants (sec. 534 of the Mutual 
Security Act of 1951, as amended, as further 
amended by sec. 502 of the Mutual Security 
Act of 1953) $10, 000, 000 | $10, 000, 000 
B. Multilateral technical cooperation and chil- 
dren’s welfare: 
1, Multilateral technical cooperation (sec. 
545 (new) of the Mutual Security Act } 
of 1951, as amended, which section is | 
added by sec. 503 of the Mutual Se- | | 
curity Act of 1953 
(a) United Nations technical as- | 
sistance ‘ | 12, 750, 000 
(o) Organization of American | 
States_. 4 1, 000, 000 | 
Total multilateral technical | 
cooperation . | 13, 750, 000 
2. Children’s welfare (sec. 546 (new) of 
the Mutual Security Act of 1951, as 
amended, which section is added by 
sec. 503 of the Mutual Security Act 
of 1953) _.... oa catthdide ou 9, 000, 000 
Total multilateral technical coop- | 
eration and children’s welfare cd 22, 750, 000 
©. Ocean freight (sec. 535 of the Mutual Security | 
Act of 1951, as amended, as further amended 
by sec. 504 of the Mutual Security Act of 
1953) _. 1, 825, 000 1, 825, 000 


D. United Nations Korean Reconstruction 
Agency (sec. 303 (a) of the Mutual Security 
Act of 1951, as amended, as further amended 
by sec. 505 of the Mutual Security Act of 
1953) é “ Sééel 71, 000, 000 71, 000, 000 


Total multilateral organizations “ 105, 575, 000 


Total Mutual Security Program for fiscal 
year 1954 16__.____ aie ‘ 5, 828, 732, 500 $98, 396, 000 


1 Includes allowance for continuation of program for assistance to escapees under so-called Kersten 
Amendment. 

2 Includes, in addition to regular MSP dollar-financed administrative expenses ($34,700,000), $2,523,000 to 
cover expenses of the Department of State (other than administrative support and TCA) incident to its 
participation in the Mutual Security Program. Funds for this purpose were included in the regular State 
Department fiscal year 1954 appropriations request but were deleted oy the Appropriations Committee 
on the grounds that the necessary authorizing legislation (the Mutual Security Act of 1953) had not yet been 
enacted. Its inclusion here will provide the necessary authorization 

3 Includes, in addition to regular MSP local currency-financed administrative expenses ($32,500,000), 
local currency requirements of (a) $1 million for the overseas administration of OSP; (6) $2,109,000 for ex- 
penses of the Department of State (other than administrative support and TCA) incident to its participa- 
tion in the Mutual Security Program (for further explanation see footnote 2 above); and (c) $5 million for 
the construction of new headquarters for SRE 

‘Consists of: (a) $350,000 for contribution to NATO civilian headquarters expenses; 

b) $421,000 for United States share of Standing Group expenses; and (c) $6,500,000 for United States contri- 
bution to SHAPE expenses 

5 Consists of local currency requirements for: (a) $819,000 contribution to NATO civilian headquarters 
expenses; and (b) $2 million for United States contribution to SHAPE expenses 

6 These amounts to be transferred to new Information Agency, if, and when, the adoption of a reorganiza- 
tion plan or the passage of legislation creates such agency and vests in it the functions represented by these 
amounts. 

7 Includes economic assistance to Austria and for Berlin refugees, and provision for technical assistance. 

§ Some of the amounts included herein and which cannot be segregated (the program for each country is 
an integrated program serving eral related, and not readily separable purposes) will be used for much the 
same physical activities as funds included for other underdeveloped countries under ch. IV. 

® Authorization only. No appropriation in furtherance of this authorization is to be sought at this session 
of Congress. 

10 As indicated in footnote 9, $30 minion of the new obligational authority reflected in the total figure repre- 
sents an amount for which authorization only will be sought, and for which no appropriation will be 
requested at this session ot Congress. 














Mr. Strassen. If the chairman is agreeable, I would briefly proceed 
and then go to your specific questions further. 
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REPORTS OF EVALUATION TEAMS 


Senator Fercuson. I want to know from the chairman why the com- 
mittee did not have these reports prior to this examination. How 
can we examine the witness on the so-called “60 businessmen’s reports” 
without having them prior to the meeting. 

The Cuarman. The testimony of Mr. Stassen brought out that they 
are reports of businessmen and not of Mr. Stassen. If you want to 
go into those reports, I presume we can, but at this time it is Mr. 
Stassen who is the witness. That is the best answer I can give. 

Mr. Strassen. I might say further, Mr. Chairman, that T am per- 
fectly willing to return at any time for any questioning or to confer 
with any Senators individually on any separ: ate countries in relation 
to the businessmen’s evaluation reports. 

Senator Grorce. Governor Stassen, the business groups that went 
into the 12 countries were basically advisory, were they not ? 

Mr. Strassen. That is right. 

Senator G1 RGF. D ad they have authority to reach fin al figures / 


ADVISORY NATURE OF TEAMS 


Mr. Strassen. No; they were advisory tome. In other words, nor- 
mally in taking over something of this kind, my own administrative 
approach would have been to personally go and look at the situations 
n these countries and to meet the personnel involved. Obviously, 
that was not possible on a program spread all over the world of this 
tremendous slonificance and magnitude. Therefore, 7 in effect, re- 
quested this group of businessmen to go for me, to look into these 
things and report back to me in an advisory capacity. 

Senator Grorce. Advisory capacity, but of special value and 
assistance. 

That is all I have, Mr. Chairman. 

The CuatremMan. Are you through, Senator? 

Senator Fercvson. May we have the reports for study in the event 
that we may want to ask questions about them. 

Mr. Strassen. Yes, on a classified basis. They have to be classified 
because they involve, of course, many security and foreign policy 
questions; but you may have them all on a classified basis. 

Senator Frerevson. Does that mean they are so classified that we 
cannot ask questions about them? 

Mr. Strassen. Well, you would have to use careful judgment as to 
the way in which you asked the questions about them, because they 
do involve military and foreign-policy secrets. 

The Cuamman. Do you prefer to carry on in your own way and 
then be questioned ? 

Senator Humpnrey. Mr. Chairman. may I ask a question from the 
point of view of clarification ? 


UNEXPENDED AND UNOBLIGATED BALANCE 


Governor Stassen, you gave us the unexpended figure of $11.859.- 
000.000 plus, didn’t you? 

Mr. STASSEN, As of March 31. 1953. 

Senator Humpnrey. March 31: and then did you have the unob 
ligated balance of $4,221,000,000 plus? 
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Mr. Srassen. Right. 

Senator Humpnrey. Does this unexpended balance include the un- 
obligated balance as we!l as approximately $7 billion of obligated 
funds that are not vet delivered and paid for? 

Mr. Srassen. That is correct. In other words. the difference. the 
$4 billion figure, is included within the $11 billion figure. 

Senator Humpnrey. That is what I wanted to know. 

Mr. Srassen. The difference represents contracts that were made 
and the deliveries that are flowing every month from those contracts 
which we then pay on. 

Senator Humprreery. As |] understand it. too. Governor Stassen. 
he $4 billion unobligated balance of funds is now in the process of 
being deve lope .d into contracts for the purposes of programing appro- 
pria itions of prior years, Is that correct ? 

Mr. STASSEN. That i is right; and that is the fund which, as I indi 
cated in my testimony yesterday, we are reenD a in relation to 
the requirements which they are intended t cover. We feel that 
we will be able to report to the committee some further savings in 
some of these progra imed amounts in cases where analysis indicates 
that we can reduce the requirements. In such event, we save some 
moderate but important sums which can then be credited against the 
$5.8 billion if the committees of C ongress so determine. 

Senator HUMPHREY. Would that be out of that $4 billion plus? 

Mr. Srassen. Right. 


EXPEDITED PRODUCTION 


Senator Humpnrey. As I understand it, you have no control over 
the other amounts since the contracts have been let and the funds 
obligated and literally expended. 

Mr. Strassen. Yes. As to the other amounts, what we are putting 
our main attention on is getting expedited production and delivery of 
those items where delivery has lagged. 

You see, one of the important reasons why the unexpended balance 
is large is the fact that it has been necessary to divert some of the 
material ordered and produced for this program in past years to 
Korea, to meet the emergency needs for equipment there. There- 
fore, we have not paid for them, but instead our production has been 
added onto the end of the contract. We are now urging expedited 
production, and are getting deliveries on some of the critically lag- 
ging items, so that we have a more effective defense posture in 
western Europe. 

Senator Humpnurey. Would it be a correct analysis to say that the 
Department of Defense could step in on the contract off an assembly 
line and pick off end items that were needed for the military operation 
in Korea, and thereby interrupt the flow of goods to mutual security 
to the countries that we were working with under the mutual security 
arrangement ¢ 

MUNITIONS ALLOCATION COMMITTEE 


Mr. Strassen. Substantially so, except that the method by which it 
is done is through the Munitions Allocation Committee, on which I sit 
or on which my predecessor sat. In that group we make a joint 
decision that it is in the interests of the United States to divert certain 
supplies that were intended for Europe in order to use them in an 
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essential situation in Korea. That is the kind of situation that arises, 
but the decision on diverting the equipment comes through the Muni- 
tions Allocation Committee in which the Under Secretary of Defense 
is the chairman. 

Members of all the services participate, and I sit as a representative 
for the mutual security program. My predecessor, Mr. Harriman, 
sat during his term. 

EMERGENCY ALTERNATIVES 


Senator Humpurey. Would it be possible that in the months ahead 
in view of developments in the Indochina area, and the possibility of 
further aggression in Thailand, some of the estimates which have been 
made and presented yesterday, and are now being evaluated today, 
would be altered or expanded? What I am getting at is, is there any 
extra leeway within your estimates, Governor Stassen, that would take 
into consideration the possibility of further military aggression in the 
southeast Asiatic area which was not now contemplated ? 

Mr. Srassen. There is no leeway. But in the estimates and the 
program that we presented to you yesterday we have placed greater 
emphasis on the Far East than had previously been done, and that will 
appear in the presentation that we make. 

enator Humpurey. Thank you very much. 


BASIC DATA: MUTUAL SECURITY PROGRAM 


Mr. Srassen. Mr. Chairman, the tables showing an unclassified 
breakdown of the program are now in this little booklet, your basic 
data book supplied by the executive branch on the mutual security 
program for the fiscal year. 

You will find in it the preliminary outline of the legislation, and 
you will also find, beginning on page 10, this unclassified breakdown, 
which goes a little more into detail than the table which the chairman 
showed me from a newspaper. These basic data books which have 
just been reproduced by the United States Government Printing Office 
are nonclassified and, I presume, are available to the press. 


COMPARISON OF EISENHOWER-TRUMAN ESTIMATES 


Senator Humrnrery. Mr. Chairman, may I ask, do we have any 
similar documentation on the old budget, the so-called Truman budget, 
under the mutual security program so that we might be able to com- 
pare items country by country as they develop in this testimony ? 

Mr. Srassen. Yes. I think most of the specific country-by-country 
comparisons could be given in executive session because of the foreign 
policy aspects iasnived 

Senator Humrenrey. I see. 

Mr. Strassen. But we will be prepared through our staffs to go into 
any situation that the committee may wish. 


AUTHORIZATION REQUEST BY FUNCTIONS AND ACTIVITIES 


Senator Smirn. Mr. Stassen, are pages 10 and 11 you are referrin 
to the same as those appearing on these mimeographed tables? 

Mr. Strassen. Yes, they are. The Government Printing Office 
printed it up from our mimeographed presentation. You can dis- 
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regard the mimeographed presentation and concentrate on the book, 
or vice versa, as you see fit to do. The mimeographed sheet has the 
same notations in it, too, that the other does. 


I think, for an overall perspective, it might be helpful if we just 
quickly run through a few charts that I have. These first ones are 


just general statements of our objectives and the means to attain them, 
as you can see. 


CHARTS SUBMITTED BY MSA 


Th 
MUTUAL SECURITY PROGRAM 


In. 


PRESIDENT ESENHOWERS 
ADMINISTRATION 
.. Serving his goal for America 


Fe ACEand PROGRESS with PROSPERITY 


THE SPECIFIC OBJECTIVE 


The Mutual Security of the United States and 
other free nations 


THE MEANS’ 


@ A rapid increase in the combined effective defensive 


strength of the free nations 
(DOUBLED DEFENSIVE STRENGTH NOT IN NUMBERS BUT IN EFFECTIVENESS IN 1956) 


@ A gradual rise in the average standard of living of 


the free peoples 


(A TEN PERCENT IMPROVEMENT IN LIVING CONDITIONS FOR THE [Ye BILLION PEOPLE 
IW THE FREE % OF THE WORLD) 
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The objective is a rapid increase of the combined effective defen- 
sive strength of the free nations. We are planning forward to a dou- 
ble defensive strength, not in numbers, but in effectiveness, in 1956, and 
a gradual rise in the average standard of living of the free peoples. 


THE METHOD 


A coordinated operating program of the Departments 
and Agencies of the United States Government — 


-implementing the Foreign Policy under the leadership of 
the Secretary of State, and the Defense Policy under the 
leadership of the Secretary of Defense and the Joint 
Chiefs of Staff—conducted in a manner contributing to 
a sound and free economy within the United States 


Now, the method is a coordinated operating program of the depart- 
ments and agencies of the United States Government, which imple- 
ments our foreign policy under the leadership of the Secretary of 
State, and our defense policy under the leadership of the Secretary of 
Defense and the Joint Chiefs of Staff, which is conducted in a man- 
ner contributing to a sound and free economy within the United 
States—and we are constantly emphasizing that latter. 

Now, the worldwide economic relationship of the United States, ob- 
viously, is fundamental to our success, and we have prepared a new 
kind of a chart to show the economic basis of everything we are doing 
in a broad sense. 


ECONOMIC RELATIONSHIP OF UNITED STATES TO WORLD 


Here is a chart which shows in terms of 1952 statistics, the economic 
relationship of the United States to the world. We show everything 
that goes out from the United States that needs to be counterbalanced 
with something coming in. 

The orange colored portion on the left hand side represents the 
physical goods that moved out of the United States in 1952. They 
were of the magnitude of $16 billion. 

The orange colored portion on the other side shows the physical 
goods that came into the United States in the magnitude of $11.5 
billion. 

Now, going out, the large items were wheat, tobacco, meat, and agri- 
cultural commodities to the value of $2.9 billion ; cotton textiles, paper 
and wood products in the amount of $1.9 billion; chemicals and medi- 
cines totaling $802 million; metals and minerals valued at $2.8 bil- 
lion; miscellaneous items, aggregating $2.6 billion; machinery and 
vehicles, in the amount of $5.1 billion. Defense items, in other words, 
tanks, etc., are included in this latter category. 
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BALANCE BASED ON WORLD ECONOMIC BASIS 


Now, the other things you had to balance up on a world economic 
basis were these: First, we sent out due bills for United States capital 
earnings abroad amounting to $1.9 billion. In other words, other 
countries had to meet the due bills from our previous capital invest- 
ments. Second, the ownership in the United States of dollar re- 
serves or dollar assets was $1.6 billion. Third, the dollar services to 
foreign citizens and governments in the United States—everything 
that foreign nationals over here or foreign governments over here had 
to spend dollars for inside the United States, amounted to $2.9 
billion. 

Senator Fu.sricut. May I ask with respect to the middle chart 
there, does the increase of foreign ownership of dollars mean invest- 
ments or profits, or what? 

Mr. SrassEn. It can mean investments in the United States of some 
item, or it can mean a dollar reserve that is placed here by a foreign 
country to back up its currency, but inside the United States there 
were these $1.6 billion that had to be counterbalanced in some way 
because of the increased ownership in the United States of some kind 
of official or private dollar resource. 

Senator Futsrienr. All right. 


ANALYSIS OF 1952 BALANCE 


Mr. Strassen. So this total picture has to in some way be balanced 
up during the year. Here is the way it happened in 1952: $11.5 
billion was in physical goods imported into the United States; coffee, 
sugar, rubber, fish, and other agricultural products accounted for $4.5 
billion. The next big category is composed of wool, hemp, textiles, 
fibers, and amounted to $2.4 billion. Chemicals and medicines were 
$244 million; metals and minerals, and here is your big raw material 
component—as you know, in the case of many metals, like tin, we get 
a hundred percent of our supply overseas—were $3.0 billion. Ma- 
chinery and vehicles, a small item, amounted to $354 million. In 
other words, that the rest of the world cannot really compete against 
us in the case of machinery or vehicles. Miscellaneous items amounted 
to $1.1 billion. : 

Here is the way the rest of the balance worked out: First, due bills 
that they sent for foreign capital in the United States represented a 
emall sliver—$421-$410 million; second, the ownership of increased 
foreign assets by United States private capital—that is the net in- 
crease overseas of capital investments by United States nationals, was 
$896 million; third, TYR’s [that is just a shorthand for Thank You 
receipts for private remittances], amounted to $415 million—people 
sending money to their relatives, and things like that; fourth, dollar 
services to United States citizens and governments overseas—this is 
money spent overseas by tourists and dollar expenditures for our 
armed services or anything else overseas; and, fifth, here are the 
IO U’s and Thank You receipts for United States loans and grants, 
amounting to $5.1 billion. Finally to balance it off, they had to send 
us net $378 million worth of gold during the year. 
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That is a quick picture of the total economic relationship of the 
United States to the world, a relationship which, of course, is the 
foundation for the whole defense posture of the free world. 


ECONOMIC BACKGROUND CHART 


I wanted to give that economic background since we have in mind 
in connection with everything that we are doing with these countries. 
Senator SmirH. Will we have copies of that chart supplied to us? 

Mr. Strassen. Yes. 

Senator Fu.erient. Is that chart in this booklet ? 

Mr. Srassen. No, but it is being reproduced and will be out today. 
It is a new attempt, and a new way, to get this whole picture pulled 
together. 

INVESTMENTS PRIOR TO 1952 


Senator Gitterre. With respect to the question Senator Fulbright 
asked, was that an increase in 1952 over the investments that had been 
made prior to that time ? 

Mr. Strassen. That is right; that is right. 

Senator Guterre. Thank you. 

Mr. Strassen. At the end of the war you had just about drained 
every kind of a resource that all these countries had to the point, as 
you Lice, where they were in a very thin and brittle economic crisis 
situation. Some of them are gradually coming out of that situation, 
and, in that process they start reestablishing reserves in United States 
banks, and things of that kind. 


BALANCE DEFICIT 


Senator Fursricur. One simple question: As I understand the 
chart there, the deficit in our balance is made up in gifts and gold of 
something over $5 billion ? 

Mr. Stassen. That is right; $378 million in gold, and the other $5.1 
billion as loans or gifts. 

This next chart shows one of the other basic facts about our program. 
You asked a minute ago about this 5-year situation, and here it 
starts in 1950. 

EUROPEAN DEFENSE EFFORTS 


This shows how Europe’s own defense effort, apart from United 
States aid, has climbed from the beginning of 1950, and how it 
further spurted up after Korea 

Europe, for its own purposes, was spending $6.4 billion, for defense 
in 1950 and I refer to NATO Europe plus Germany. It was $7.6 
billion in 1951, $11.5 in 1952, and $13.7 billion in 1953. The latter 
figure, of course, is an estimate, but this estimate is pretty firm. The 
projection resulting from the NATO meeting would mean defense 
expenditures from their money of $14.9 billion in 1954. 

Senator SparKMAN. Are those years calendar years or our fiscal 
years? 

Mr. Strassen. Those are for United States fiscal years, and that is 
why the 1953 figure is now pretty firm. The 1954 figure, of course, 
isa future estimate. 

Senator Humpurey. Does that include Great Britain? 

Mr. Strassen. Yes. 

(Nore.—The following chart was submitted by MSA :) 
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MAJOR MATERIEL 


Then, out of total of what they are spending for defense generally, 
this next chart shows what they are spending for major m: iteriel. 
[I should caution you that you have a different scale on this chart 
than on the previous one. | it shows $800 million for major materiel 
for the defense effort in 1950 which was stepped up a slight amount in 

1951. It almost doubled in 1952; and it went up another billion to 
$3.2 billion in 1953; we cotinnats it as $3.6 billion m 1954. 

Senator Fu.sreinr. What do you mean by major materiel ¢ 

Mr. Srassen. Military materiel, their own production of tanks, 
their own production of guns, munitions, and things like that. 

Senator Ferguson. Is that with their own money ¢ 

Mr. Srassen. With their own money. ‘This is their own money, 
apart from aid. 

Senator SpakKMAN. Does it include ammunition ¢ 

Mr. Strassen. Yes, it does. 


CALCULATING DOLLAR EXPENDITURES 


Senator Fusrienr. Is there any adjustment of the purchasing 
power? What basis do you use for translating their expenditures 
into dollars ? 

Mr. Srassen. These figures merely convert the amount of foreign 
currencies spent by the European governments on defense items into 
dollar equivalents at the official exchange rates. 

Senator Fu.tsriegnr. What | was really getting at is this: Does that 
represent the purchasing power, as expressed here in dollars, of our 
dollars? Has any method been devised for compensating for the dif 
ference between the price of a tank in Great Britain and the price of 
one purchased here. 

Mr. Strassen. No, the feeling is that it is almost impossible to do so, 
because on one item the Europeans can produce it at a lower cost than 
we can, and on another item it coststhem more. I think, however, that 
the chart is quite accurate in reflecting, relatively, what has happened 
during the 5 years, It is not necessarily related to what the same 
amount of money spent in the United States would produce on the 
sume Items, 

Senator Futsricaur. That is what I meant. 

Mr. Strassen. On some items you would 
items you would get less. 


get more and on some 


COMPARISON OF DEFENSE EFFORTS 


Senator Futsrieut. | was wondering whether you could use the 
dollar value as an accurate comparison of the effort the ‘y are making 
in defense and our effort ? 

Mr. Strassen. No, I think a better comparison of effort would be 
if we went back to a chart on the percentage of gross national 
product. ‘This gives a better comparison of effort, as near as we can 
statistically analyze it. This is the total budget expenditures and 
the defense expe nditures as percentages of the gross national product 
of the several countries. 

(Norr.—The following chart comparing gross national product 
was submitted by MSA:) 
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This shows that in the United States about 14 percent of our 
gross national product going into the defense expenditures and 21 
percent for total government expenditures. The gray bars on the 
chart show total Government expenditures, and the red bars defense 
expenditures. ae 

Here is the United Kingdom; they are putting in about 12 percent 
of their gross national product into their defense effort. It is their 
own money, apart from anything which we may provide. 

France is putting 11.2 percent. These three, the United States, 
the United Kingdom, and France, were the three highest countries in 
the free world in terms of the percentage devoted to defense purposes 
of gross national product. 

The German Republic, although, of course, having no military 
establishment, is now contributing about 6.4 percent of its gross 
national product for defense. 

Italy, with a lower per capita income and a lower gross national 
product, was putting in about 5.8 percent of its gross national product. 

All European NATO countries plus Germany average a defense 
expenditure of 8.9 percent of its gross national product. 


TOTAL AVERAGE EXPENDITURES 


Senator Lancer. Mr. Stassen, how much is it all together ? 

Mr. Srassen. The average is 8.9 percent. 

Senator Lancer. Thank you. 

Mr. Srassen. In other words, Norway, Belgium, Netherlands, and 
Denmark are all lower than 12 and 11 percent, and they bring the 
general average down. We feel that this form of statistical compari- 
son comes closer than any other kind of statistics which you can take 
hold of to represent the kind of an effort that a country is making for 
national defense. Of course, the lower the gross national product of 
a country, the harder it is to give 10 percent of it. It is obviously 
just like a man of low income in an individual family. He has greater 
difficulty taking 10 percent of his income out to do something with it 
than a man of high income might have. 


CENTRAL GOVERNMENTAL EXPENSE 


Senator Futsrient. Why is the gray bar so much higher than ours? 

Mr. Srassen. It shows the tremendous central governmental ex- 
pense that is involved in the United Kingdom and in France, particu- 
larly, of course, in rebuilding from the war. In some respects it re- 
flects large expenditures for social services, for subsidies, for food, 
and things of that kind; and it shows that for Government, as a 
whole, they are spending a greater part of their gross national prod- 
uct and, of course, they are paying heavier taxes on the same income 
than we are. 

Senator Humrurey. Is it not fair to say, Governor, it is for their 
central government ? : 

Mr. Stassen. Central government; that is right. 
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COMPARISON OF COSTS OF VARIOUS GOVERN MENTS 


Senator Humenrry. I think if you will examine the United King- 
dom, for example, you will find their local government costs would 
be much less than ours would be because the central government pays 
a much greater proportion because of the nature of their government. 

Mr. Strassen. That is true, 

Senator Humrnrey. The same thing would be true of the provinces 
in France. 

Mr. Srassen. That is correct. There is central government. 

Senator HickenLoorer. It might be significant, Governor, and it 
might illustrate the waste and duplication involved in the Govern 
ments of the various small countries over there where each maintains 
governmental forms and services which a central combined govern- 
mental operation, such as the United States of Europe, might eliminate 
and avoid. 

Mr. Strassen. Well, we all know that the smaller the country that 
maintains all services, the larger the per unit cost of those services 
to the people. 

Of course, we have the same questions in the United States in the 
matter of consolidating two counties or a county and a city, and you 
know how that goes. 


EXPENDITURES OF DOMESTIC STATES 


Senator Grorce. Governor, do the United States figures include 
the cost to the states ? 

Mr. Strassen. No. 

Senator Grorer. They would be separate expenditures, I suppose. 

Mr. Strassen. No; they do not include that; it is all central govern- 
ment all the way through. 

Senator Grorce. Is that the central government entirely ? 

Mr. Strassen. Yes, sir; it is all central, that is why I concentrated 
on the red bar which is the defense effort, which is more comparable 
than the gray bars. 

Now, we were on this matter of how their defense effort has come up, 
and you saw it in a different way in the red bars. 

Now, here is an attempt 

Senator Frereuson. Mr. Chairman, before he leaves I should like 
to ask a question. 

The Cuarrman. Senator Ferguson. 





MAJOR MATERIAL EXPENDITURES 


Senator Frrevson. On these percentages of major materiel, hard- 
ware and so forth, how do these figures compare to our percentages ? 

Mr. Strassen. Their percentage is smaller. I will check to find out 
just how much smaller. 

Senator Frreuson. Will you put that in the record ? 

Mr. Srassen. In other words, how much our comparable major 
materiel expenditures are in relation to our total defense budget; 
that is what you mean? 

Senator Fereuson. Yes, 
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Mr. Srassen. We will check it. But here is where the figures will, 
of course, reflect the fact that we are furnishing a part of their hard 
goods, and that they are furnishing a larger amount comparably for 
the payment of their personnel. 

(The material referred to follows:) 


Major materiel expenditures as percent of total defense expenditures 


1949-50 1950-51 1951-52 
United States } 16 22 31 
Total European NATO 16 17 21 
United Kingdom... 23 2 28 
France... } il 13 20 


Senator Frereuson. Will you show in the record what you mean by 
“Other than hardware” ? 

Mr. Srassen. Right. In other words, what all is included in major 
materiel in these columns. We will do that. We will put it as a 
footnote to the copies of the charts when we send them up. 

Senator Frereuson. Yes. 


CHARTS OF 1954 MUTUAL SECURITY PROGRAM 


Mr. Strassen. Now, this chart is an attempt to reflect in graphic 
forms President Eisenhower’s new 1954 mutual security program 
as it is set out in the draft bill before you and in the mimeographed 
memorandum that I spoke about. It shows it in two ways: as. a 
circular chart and in a columnar chart. 

This portion of the circular chart represents funds requested for 
defense materiel and training in the first chapter of the bill. The 
amount is $4,024 million, and it constitutes 69 percent of the total 
request. This next part covers defense financing—chapter IT of the 
bill; it represents 17 percent of the total and amounts to $995 million. 
Four percent is for special weapons—chapter III of the bill—and 
accounts for $250 million. Eight percent is for the development and 
technics al progress program. ‘Two percent covers assistance to multi- 

lateral organizations. 


DEFENSE FINANCING 


Here the program is shown in columnar form. The defense financ- 
ing is given here as $995 million, and is shown in red. Dividing this 
red column up, you find $300 million for defense support and eco- 
nomic aid in Rb That is throughout Europe, and this is one of 
the places where there is a sharp reduction from previous programs. 
The first $100 million is the item in the bill for financing British 
NATO aircraft production; the second $100 million is for financing 
French NATO military production ; the $400 million is for financing 
equipment and support of forces in Indochina; and the $95 million is 
defense support in Formosa and Indochina. So this $995 million 
relates to the red 17 percent of the total program. 

(Nore.—The chart referred to above is as follows :) 
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SPECIAL WEAPONS 


The special weapons portion is $250 million. This next part of the 
column is the $454 million for development and technical progress. 
This is 8 percent of your total program. Here is the way it divides up. 
The regular technical progress and development program is $140 
million; $25 million is or materiel development : $194 million is for 
special economic assistance in the Near East and Africa; and $95 
million is for special economic assistance for India and Pakistan. 

Now, in connection with this amount for India and Pakistan, I 
should note that there is in the regular technical and development 
programs, some 40 millions of aid for India and Pakistan. This 
year we have separated out the technical-aid program from the 
economic-aid program. We do not lump them together, so that you 
can separately pass on each item and determine specifically when it is 
you are giving economic aid and when it is you are appropriating 
money for technical advice and technical progress. 


BUDGETARY BID AND FIVE-YEAR PLAN 


Senator Sparkman. With reference to special economic assistance 
for India and Pakistan—is that in connection, particularly in India, 
with the 5-year plan? 

Mr. Srassen. Right. That is the direct budgetary aid in relation- 
ship to the 5-year plan. 

Senator Sparkman. Is it to help carry out that plan? 

Mr. Strassen. That is right; and, as I said yesterday, we should 
anticipate that this program will take, perhaps, 3 years of support. 
However, we only ask that Congress pass on it 1 year ata time. India 
has what I consider to be quite a good 5-year development program. 
I feel that it is sound and in the interests of the United States to 
participate in that program, both with some technical assistance and 
advice, and with direct economic aid in the development program. 

Senator Sparkman. You referred to it as 3 years. It was originally 
a 5-year plan, and 2 years have elapsed. 

Mr. Strassen. Two have gone by. 

Senator Sparkman. And we have been participating already, have 
we not? 

Mr. Stassen. On a smaller scale. 

Senator Sparkman. Yes. 


TECHNICAL ASSISTANCE PLAN 


Now, will any of the fourth part be used in connection with the 
regular technical progress and development programs! In other 
words, there will be some technical progress projects in which you will 
need some of the economic assistance listed in the bottom bracket, will 
you not? 

Mr. Strassen. Some of the economic assistance will have a relation- 
ship to the technical advice and technical assistance, but it is dis- 
tinctly: 

Senator Sparkman. For instance, there might be development of an 
agricultural program that would require deep wells, for instance, and 
you would need casing for those wells or pumps or things of that kind. 
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Mr. Srassen. Within a more restricted area of that kind, I think 
it would all tie in with the technical progress, but when you come to 
substantial amounts of commodities and purchases that really are 
economic assistance, then we separate it out so that you can look right 
at it as economic assistance; that is the idea. 

One of the things I feel, as I said yesterday, that although these are 
small amounts of money, ultimately they may represent the part of 
your program that contributes the greatest to the long-term national 
security of our country. 

Now, obviously, if you have a tragic clash in the next 2 years, there 
is not anything in this part of the program that is going to mean 
much. But if we are successful, as President Eisenhower has en 
visioned in his speech, in moving forward without the tragic outbreak 
of a world war, then 5 and 10 years from now this is the part of the 
program that will give the brightest prospects for peace and progress. 

Senator SparKMAN. Well, I cert: ainly agree with your statement as 

long-range program. 

You said something a few minutes ago about discussing individual 
countries in executive session. Does that pertain to this part of the 
program as well as the other? 


PROBLEMS IN INDIA AND PAKISTAN 


Mr. Srassen. No, because the India-Pakistan situation is one that 
is fairly well known by them and ourselves. While all of these pro- 
grams are always subject to final decision, after Congress acts, and in 
the light of circumstances then existing—in the case of Pakistan, for 
example, we have a mission there right now looking at their famine 
situation—revealing illustrative aid programs for these countries is 
not the same as trying to go into great detail on how much military 
equipment specific countries might receive or how we might divide 
up the $300 million for Europe among a whole group of countries. 
We would rather go into those in executive session. 


FAMINE IN PAKISTAN 


Senator SrarkMan. In the event we should decide to assist Paki- 
stan with her grain shortage, would that come out of the bottom item ? 

Mr. Strassen. No. As I stated yesterday, provision for the present 
emergency in Pakistan is not included in the 1954 program. 

Senator SpARKMAN., It is over and above that ? 

Mr. Strassen. We would have to act especially as set forth by Con- 
gress or use some of these funds that we are saving out of our 1953 
program for that purpose. 


TECHNICAL ASSISTANCE TO INDIA 


Senator Sparkman. Will the technical-assistance program sched- 
uled for India in the current fiscal year be carried on and expanded 
under the new program ? 

Mr. Srassen. Under this program there would be an increase of 
assistance to India. 

Senator Sparkman. Would you go beyond the 50 that were origi- 
nally contemplated ? 
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Mr. Srassen. That is right. 

Senator SparKMAn. Is it the Ford Foundation that set up the tech- 
nical-training centers ? 

Mr. Strassen. They are one of those that did. 

Senator SrarkMaN. There was one that set up the same number that 
we set up, with our technical-assistance program. Will that be 
continued ? 

Mr. Strassen. Yes. In fact, we hope— 

Senator SparKMAN. Will it expand as this program expands? 

Mr. Srassen. We hope on a worldwide basis to expand the coordi 
nated participation of voluntary organizations and foundations in, 
particularly, this phase of the total program. 

Senator Sparkman. That is all. Thank you. 


PARTICIPATION IN PROGRAM OF MULTILATERAL ORGANIZATIONS 


Mr. Strassen. The last part of the column on this chart covers aid 
to the various multilateral organizations—the United Nations Korean 
Reconstruction Agency, and so forth. 

These are very important programs, though the amounts of money 
involved do not represent a large percentage of the total program. 
This chart, in summary, is an atempt to give you a relative picture 
of what is involved in the $5.8 billion. 


OTHER AREAS 


Senator Smiru. Will chapter IV include the Far East? 

Mr. Strassen. Pardon me? 

Senator Smirru. You mentioned the Near East, Africa, India, and 
Pakistan. 

Mr. Srassen. Yes. These chapters are worldwide. We break 
programs down inside each chapter, but we take the worldwide ap 
proach on defense materiel and training and the worldwide approach 
to defense financing. For example, here is aid for Indochina, here is 
British NATO assistance, and here is European defense support. 
This special-weapons fund is also worldwide. Each of these programs 
is worldwide in its implications. 

This circular chart gives you the geographic distribution. 


SPAIN AND YUGOSLAVIA 


Senator Lancer. Governor, is this the appropriate time to ask you 
about the amount of aid given to Spain and Yugoslavia, or are you 
going to discuss those separately ? 

Mr. Strassen. We will go into that more fully in executive session. 
We will say it is our recommendation to the committee that the pres- 
ent appropriation for Spain, which has not been used, should be 
carried over. We will have certain additional recommendations to 
discuss with you and, of course, as you know, the negotiations are 
under way at the present time that might affect the situation even 
during this next month. 

Yugoslavia is included in the $300 million defense support and 
economic aid in Europe. It is one of the countries inside that $300 
million and, of course, it might also be over in the defense materiel 
and training part of the program. 
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COMPARISON OF EISENHOWER-TRUMAN ESTIMATES 


Senator Sparkman. Governor, may I ask you one more question? 
I was somewhat confused yesterday by the statement that this repre- 
sents a reduction in the proposal that President Truman submitted in 
January, of $1.8 billion, I believe, was the figure. 

Mr. Strassen. That is right, Senator. 

Senator Sparkman. As I recall, President Truman submitted a 
figure of $7.6 billion, was it—— 

Mr. Strassen. That is right. 

Senator SparKMAN (continuing). For the budget for the next year, 
and he, at the same time, gave a prospective figure of expenditures 
during the next fiscal year that was pretty close to that same amount. 
Do you remember offhand what it was? 

Mr. Strassen. I think it was $7.4 billion on the spending side. 

Senator SparKMAN. I did not get clearly from the statements 
yesterday what our expenditure would be during the next fiscal year. 

Mr. Strassen. That was not presented yesterday, and it is a 
matter 

Senator SparkMaN. I realize that, and I am curious to know what 
it is. 

Mr. Strassen. It will be less than the $7.4 billion. 





AMOUNT OF PROPOSED REDUCTION 


Senator SparKMAN. Do you know how much less? 

Mr. Strassen. It is not possible now to project how much less be- 
cause it will depend upon how rapidly we can expedite the production 
and delivery of some of these obligated funds for critically lagging 
items, on the one hand, and also whether or not we can slow up and 
project out some of the deliveries of things that are not so much 
needed. It will also depend on whether or not we have a new require- 
ment for the sending of more equipment to Korea. Therefore, you 
cannot really project 15 months ahead as to how much of the accu- 
mulated obligational authority you will use up as expenditure in any 
1 year. 

I would say that it is the overall policy of the administration to be 
sure that you do not have further inflation, and that you therefore 
look at the total requirements for an outflow of dollars. It is clear 
that we will spend substantially less than $7.4 billion, but it is not pos- 
sible now to give you a hard and fast estimate of how much it will be. 


PRODUCTION AND DELIVERY OF MILITARY MATERIEL 


Senator SPARKMAN. Well, when we are in executive session dis- 
cussing the military items, will we then be given some idea as to which 
the products will be that will be speeded up and which are expected 
to be slowed down? 

Mr. Strassen. If you wish, yes, in executive session. Let me give 
you this background: When I began to get my briefing in December, 
I was advised by my predecessor that there was some critical lag in 
deliveries, and so I began to consider how I could and would move on 
that situation. 
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Therefore, when I went to Europe with Secretary Dulles in the 
first week of February, I cabled ahead and asked for a briefing on the 
delivery prograra. I had a briefing session with Generals Ridgway, 
Gruenther, Norstad, and Handy. They gave me a list of the critical 
items that were lagging and whose nondelivery was seriously affect- 
ing the advance of | training and the combat readiness of E juropean 
forces. Thereafter, we immediately moved to remedy those situations. 

The supply positions on all of these items improved; some have im- 
proved very much since that time, but some are still critically short. 
From a security standpoint I do not wish publicly to discuss which 
of those are still in short supply. However, when the lags are made 
up, then we can give explicit facts as to what the situ: xtion was and 
how we have gone about correcting it. 


QUALITY VERSUS QUANTITY 


Senator SparKMAN. In the executive sessions will you or someone 
from the Defense Department also give us an explanation of the state- 
ment that has been used so frequently about decreasing the quantity 
but increasing the quality? That may not be exactly right, but the 
emphasis has been on quality rather than quantity. I believe you 
said this morning that we would step up the quality rather than the 
quantity. 

Mr. Srassen. Yes. 

Senator SpARKMAN. I assume that would be in executive session, 
too, would it not? 

Mr. Srassen. I can give it to you in open session in rather general 
terms. It is the conclusion that it is better to have, let us say, 4 di- 
visions from a given country in a high state of training, with com- 
plete equipment and complete artillery backup, with a good ammuni- 
tion reserve and a sound economy behind them, and a “good attitude 
on the part of its people, than to have 6 divisions partially deficient 
in artillery and ammunition, and with an inflated condition at home 
and uneasiness about the future of their economy. From the stand- 
point both of a deterrent to the various means by which the Soviet 
tries to gain its objectives and of their use in the eventuality of the 
tragic outbreak of a war, 4 highly trained, thoroughly equipped, ar- 
tillery backed-up divisions are better than 6 that are not quite as 
compact and hard, and not backed up with the same kind of an econo- 
my for the long pull. 

That is just one example of the kind of thinking that goes into a 
judgment about the desirability of having hard quality combat, well- 
supported troops with a sound economy behind them rather than of 
aiming too high in numbers, and not having real strength, that is, 
in spite of the numbers of divisions or the number of squadrons. 


MILITARY VERSUS ECONOMIC ASSISTANCE 


Senator SpARKMAN. May I say I agree with you completely, but I 
am sure you realize that in the past the greatest difficulty we have had 
in getting legislation through has been on the economic side. Ap- 
parently there is always little resistance on military items, but rather 
heavy resistance on economic assistance. 
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Would it be your idea that if this program is now well balanced 
between the two, it would be dangerous to cut the economic more than 
you have proposed to cut the military ¢ 

Mr. Strassen. Of course, the problem you refer to in a way is an 
age-old problem. It has always been easier to get the people to under- 
stand the nec essity for a soldier having a gun than the necessity for 
having him well fed and of good morale. 

Now, we know they ar all important. However, when you first 
take a look at a situation you never have any trouble having anybody 
understand that a soldier has to have a good gun, but you do have to 
do more explaining to convey an understanding that he also has to 
be pretty well fed and in good physical sht ape, that he must have con- 
fidence in his leadership ‘and that he requires the poise that comes 
from good morale and from having a country behind him that he 
belie ves in. 

SECURITY AND PROPOSED REDUCTIONS 


Senator SearkMan. Is it your considered opinion that the cuts you 
have proposed are safe ¢ 

Mr. Srassen. It is my considered opinion that with careful man- 
agement on our part and able leadership on the part of our partners 
and their governments that we can make a cut of this size and still 
carry out the objectives of the United States. 

Senator SparKMAN. But you have however, cut as far as you can 
safely cut? 

Mr. Strassen. We cut as far as we could, having in mind the total 
budgetary problems of the United States and the inflationary pres- 
sures at home. 

Senator SparKMAN. Thank you. 


PROBLEM OF ARAB REFUGEES 


Senator Humpnrey. May I ask a question about chapter IV, Gov- 
ernor Stassen? Does it or chapter V include any funds for the Arab 
refugee problem? I do not see it listed there. 

Mr. Srassen. No. We ask for authority, but at the present time not 
for funds, for further contributions to solve the Arab refugee problem. 

Senator Humenrey. I see. 

Mr. Srassen. There are plenty of funds presently authorized t 
carry over for this purpose. We feel the authorization should be 
included in order to focus attention on the problem, but we do not 
at the present time need to ask for funds. 

Senator Humenrey. In other words, the funds have not been ex- 
pended that have been appropriated thus far ? 

Mr. Strassen. That is right; there is a balance. 

Senator Humpnrey. Despite the almost appalling situation there ? 

Mr. Strassen. That is right. 


PENDING TRIP TO MIDDLE EAST 


Senator HumMpurey. Are you having somebody look into that? 

Mr. Strassen. We are and, of course, the Secretary of State and 1 
are leaving Saturday for that part of the world. 

Senator Humpnurey. I understand. 
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Mr. Strassen. To look at the whole interrelated question of the Near 
East. 

I now show you a chart which indicates in a broad way the geo- 
graphic distr ibution of the proposed aid program and the comparable 
geographic distribution fiscal year 1953 program. 

This left-hand side of the chart shows the situation in fiscal year 
1953. 

PROGRAMS FOR FISCAL 1953 AND 1954 


It is on an appropriation basis, and does not include the $600 million 
carried over at the end of last year. This is Europe, which last year 
received 73 percent of all aid or $4,373 million. Comparable figures 
for all other areas were: Asia and Pac ife, $811 million; Near East and 
Africa, $680 million; Latin America, $72 million, or 1 percent ; multi- 
lateral organizations, $67 million, or | percent. 

The right-hand side of the chart shows the division of the program 
presented to you now: Europe, 53 pe — or $2,997 million; and 
special aid for Indochina, $400 million, or 7 pe reent. ‘The reason we 
show this aid next to Europe is because of the f fact that it, of course, 
does help France; furnishing this aid lifts a part of the Indochina 
burden from France, so, in one sense, you could show it as aid to 
Europe, whereas in another sense you could call it aid for the Far 
Kast. 

Here is Asia and the Pacific, which would receive $1,333 million, or 
24 percent. We have included in this section the Korean relief 
through UNKRA, in the amount of $71 million. 

The Near East and Africa account for $707 million, or 13 percent, 
Latin America, as last year, again receives about 1 percent. This 
important spot in the middle represents $250 million for special 
weapons. It is shown as a central circle, because such aid is, of course, 
worldwide in its implications, and is not divided geographically. 

Roughly speaking, the comparison of the 2 years shows the follow- 
ing: 73 percent for Europe in fiscal year 1953 compared to 53 percent 
in fiscal year 1954, or 60, if you want to count in the $400 million for 
the Indochina picture; 14 percent in fiscal year 1953 for Asia and the 
Pacific as compared to 24 percent in fiscal a) 1954, or 31 percent, if 
you want to count the Indochina aid in the Far East; 11 percent in 
fiscal year 1953 for the Near East and Africa, which is stepped up in 
fiscal year 1954 to 13 percent; and the other two areas remaining the 
same at about 1 or 2 percent. 


AUTHORIZATION FOR LATIN AMERICA 


Senator Langer. I did not quite understand the amount for Latin 
America, Governor. 

Mr. Strassen. Latin America in fiscal year 1954 is shown as $44 mil- 
lion. Th: at is a combination of technical assistance— 

Senator Lancer. What percent is that ! 

Mr. Srassen. One percent. 

Senator Smrru. It was 1 percent last year, too. 

Mr. STASSEN, Yes. 

Senator Smirn. But the amount was different. 

Mr. Strassen. Yes, but of course, you really get in fractions of 
percent. We are anticipating a slightly smaller amount for arms, but, 





% 22U0ISISSY A104 a4 SdQUNZ Ut UMOYS 1 AaysN, PUD B20e19 405 OdENS asuBseQ UbIOdWOD OU!YyD-OpUYr 
4 $1809 04 Peijddo eq Aow ‘uOI4,0408eu JepUN 11148 $1 YHY™ JO BEN ‘aDU0I4 0 LAODdNS O8UB)90 EG, Ad 10 LIOdsBjUNCO BWOS » 


bS6l AJ €S6! As 
628'S$ £00'9 $ 


Re) 


me 1 





O2Ujyy PUo jSO>z 409N 


MUTUAL SECURITY ACT OF 1953 





2L$ 
40U10 OduewYy Ud) 49$ Odjsewy ulj0) 


( $40}10g 40 suoI iW ) 


BS6/ ALP” ESE6/ AL LOL 
SWVLIOYA ALYNITS TUNLNW 10 NMOQNV7AE AHdVAIOFO 






MUTUAL SECURITY ACT OF 1953 59 


speaking comparably, a program of about the same magnitude. Latin 
America is one place where we believe that the greatest progress can 
be made on the private capital side and through a new - 4 oe of 
private organizations, foundations, and so forth. As you know, the 
President is sending his brother, Milton Eisenhower, dowr there as 
one of the moves in a new approach to South and Central America. 
There are a lot of resources in the Latin American countries, and 
there are a lot of assets that can be developed and used. Therefore, 
it is not so much a question of United States dollar aid as it is a matter 
of whether you can develop a general program and policy that is to 
their advantage and furthers the interest of the United States. 


SHIFT IN EMPHASIS 


Senator GruLerre. Mr. Stassen, let me ask this question: Is it not 
time that those two pie charts are intended to show not so much a 
change from quantitive aid to the qualitative aid as a change of em- 
phasis from the European area to the Far Eastern area? 

Mr. Srassen. That is right. There are two major changes in the 
approach of the new E isenhower Mutual Security Program; some 
change in area emphasis and a change in terms of greater emphasis 
on a Tong- range approach, a change which is reflected in a number of 
ways, for example in the emphasis on quality of forces as compared to 
the size of force goals. 

(Norr.—The chart referred to appears on p. 58.) 

Senator Gitiettre. Is that change based primarily on the fact that 
the need is not as insistent in the European area in light of the greater 
need in the Far East because of changing conditions there ? 

Mr. Srassen. I would say it is both. It results from an up-to-date 
appraisal, made as late as March and April, in the National Security 
Council, in the NATO meetings and everywhere else, an appraisal 
which utilized the reports of intelligence sources all around the world 
and which was focused on the question of what would be the best 
balanced program that could be put together at this time. 

Senator Giterre. And is it not recognized by that that the needs 
in Europe have been approximately met, and that the emphasis could 
well be changed ? 

COUNTERBALANCING FACTORS 


Mr. Strassen. Well, it is a matter of relating the need for aid to 
what you feel is the maximum amount of resources, considering the 
United States budget and fiscal picture, that you can make available 
throughout the world to meet this need. You must consider these 
counterbalancing factors. 

On the one hand, you could demonstrate a need, if you had no other 
consideration in mind, for much more than $5.8 billion to undertake 
things that would surely advance the security interests of the United 
States. But in doing so, you would come up against the question of 
whether you were prejudicing the security interests of the United 
States by creating an overburdened budget and developing an in- 
flationary situation, so with the result that you would not get what you 
were programing for in the first place. 

Therefore, you must go through the process of looking at the fiscal 
and budget picture in relation to the material needs, and of then 
striking a balance between the two which is best in the overall na- 
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tional security interests of the United States. That is what the Na- 
tional Security Council has been doing during these very thorough 
sessions which I spoke of. 


COMBINATION OF FACTORS 


Senator Gitterre. Well, the purpose of my questions was to try to 
clarify my thinking on whether the marked reduction in aid to Europe 
is based on the fact that we were expending more than was necessary 
or because a condition has developed under which the available funds 
that we are furnishing by way of aid could better be used in another 
area ¢ 

Mr. Srassen. I think it is a combination of those factors, and it 
would be very difficult to say what percentage weight you would put 
on one and what percentage weight you would put on the other. 

Senator Gunterre. Thank you. 


TIMING OF CHANGE OF EMPHASIS 


Senator Humrnrry. Governor, would the chart that you have for 
fiscal 1954, if portrayed opposite to the Truman budget, as it came 
down here in early January, show a similarity of rel: tionships on the 
basis of aid? What I am trying to get at is, did that other budget— 
and I am not defending it, I am just trying to develop it—did the 
other budget have less e mphasis on Europe and more emphasis on the 
Far East, or is this emphasis which you outline now something that 
has been developed within recent weeks or within the last few months ¢ 

Mr. Srassen. This is an emphasis developed in the recent weeks. 
if you want a similar chart on the Truman $7.6 billion budget we 
will be glad to prepare one for you. I would not attempt now to 
give estimates of it. 


CHARTS FOR COMPARING PROGRAMS 


The program I am presenting is distinctly an Eisenhower prep 
aration, but if you would like to compare it with a pie chart for the 
$7.6 billion on a similar basis, we will prepare one. 

Senator Humprrey. My own feeling is that in regard to these cuts 
that were made, and I know they were made after very careful exam- 
ination, it appears to me that it might be desirable to have the other 
figures just so that when we get into executive session we might be able 
to make some comparisons. 

I happen to be in general support of the emphasis which you have 
made here, and I think it is high time and very desirable. 


ANTICIPATED CARRYOVER 


One other question I would like to ask is: What is the carryover, 
Governor, from fiscal 1953 to 1954? 

Mr. Stassen. What will be the carryover? 

Senator Humpurey. Yes. There were about $600 million, were 
there not, in 1954? 

Mr. Strassen. From 1952 to 1953, $600 million. 

Senator Humpurey. What would be the carryover from that year 
into fiscal year 1954? 
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Mr. Srassen. That is the one figure we do not know yet. We are 
now studying the problem and are going to report on it to the com- 
mittee. As I have said, a part of that carryover may be available to 
you to reduce the appropriations necessary to carry out the $5.8 
billion program, provided that you are to give us the necessary carry- 
over authority. You will have different kinds of carryover, of course. 

Senator Humpnrey. Yes. 

Mr. Srassen. You will have funds that are programed against firm 
fiscal year 1953 requirements and that are needed to meet those re- 
quirements, and we have to carry forward such funds in order to 
carry out the fiscal year 1953 program. ‘Then there will be other funds 
which are programed for items which we feel we can withdraw from 
the program, thereby effecting a real saving and then this saving can 
be applied to the $5.8 billion to bring it down. As I said, such savings 
will be moderate but important. 

Senator Groree. Could you tell us about what you would antici- 
pate? 

Mr. Srassen. Pardon me, Senator? 

Senator Grorcr. Could you say about what you anticipate will be 
screened out in the carryover, or would that be a mere guess at this 
time ? 

REEVALUATION OF UNOBLIGATED REQUIREMENTS 


Mr. Strassen. It would have to be a rather far-ranging estimate, be- 
cause we are just now in the process of reanalyzing these requirements 
for which funds have not yet been obligated. It is therefore awfully 
hard to tell what the savings might be as we go into that problem 
these next few weeks, but we will report to the committees as we 
proceed. 

I would say that it will clearly be $200 million or more that we can 
definitely save on the picture as we see it. 

Senator Grorce. Your figures would be available to the Appropria- 
tion Committee, probably, before the actual appropriation is made? 

Mr. Srassen. And, I think, we could give you a better estimate even 
before you finally act. 

Senator Grorce. Before we finally act? 

Mr. Strassen. Yes. Of course, there are two ways you could handle 
it. I mean if you wanted to, you could simply cancel the old obliga- 
tional authority and act on the $5.8 billion or you can take the old 
obligational authority that we saved and relate it to the $5.8 billion, 
and detract or subtract from the $5.8 billion, whichever way you wish 
to do it. 

Senator Grorar. Yes. 


INCREASED EMPHASIS ON OVERSEAS PRODUCTION 


Mr. Strassen. We have a chart on the aircraft program that shows 
the greater emphasis on overseas produc tion. This chart relates to 
the contract that I referred to in closed comunittee session the other 
day, but it is now reflected here in chart form, and the chart answers 
some of the questions the committee asked about it then. 

This is a first major move in an effort to develop a production base 
in Europe, in which a group of nations help to pay the bill, and a 
group of nations help to produce it. We are trying to introduce in 

83902—53——_5 
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the European scene something of the tremendous American progress 
in mass production of these items. 

Senator Smiru. Is there a new policy this year’ 

Mr. Srassen. Pardon me? 

Senator Smrru. Is this a new policy this year?’ We have not done 
it in previous years ¢ 

Mr. Srassen. Not to this extent in this way, because this involves 
long-term contracts. 


COORDINATING PRODUCTION PROGRAMS 


First, you see, we had to extend the maximum time in which these 
planes could be produced, and then we had to bring these other coun- 
tries in on the same transactions to the extent shown on the chart. I 
think it well could be that some similar transactions have occurred. 
This approach is one of the results of the businessmen’s emphasis. 
They said that if you could get production orders piled up in one 
production source from a number of countries you would start saving 
money and getting a better production base. 

This is that Hawker Hunter aircraft which our own Air Force 
evaluated as being a topflight, swept-back wing, modern combat jet. 
We worked out a transaction in which Belgium and the Netherlands 
will pay $117 million, the United Kingdom will pay $70 million, and 
we will put offshore orders in the United Kingdom of $153 million, 
and $42 million in Belgium and the Nethelands, Here are the French 
Mysteres Mark VI, which are the French swept-back wing job which 
the Air Force says are excellent. 

The transaction involves about 1,689 airplanes, approximately, and 
the contracts total $560 million. The United States portion is $282 
million, about one-half. We feel that this will create a sound pro- 
duction base and will result, between now and 1956, in the production 
of some of the very best jet interceptor aircraft that have been designed 
and proven in the world today. 


UNITED KINGDOM CONTRIBUTION 


Senator Gutterre. What is the extent of the United Kingdom con- 
tribution to that program ¢ 

Mr. Srassen. Seventy million dollars. 

Senator Gruerre. It that both types? 

Mr. Strassen. Yes. They have a Swift—that is their other design; 
that is a similar swept-back wing job that is also tied into the program. 

Senator Humpnrey. Is this over and above their Royal Air Force 
program of their own? 


OFFSHORE PROCUREMENT PLANES 


Mr. Strassen. These are offshore procurement planes which go into 
the NATO air forces. 

Senator Humrpsrey. That is over and above any national’s 

Mr. Strassen. In other words, there will be squadrons in Europe 

Senator Humpnurey. Yes. 








Mr. Strassen (continuing). That will be mobilized and trained with 
these aircraft, beyond the Royal Air Force. 
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Senator Smrru. As I understood it, for our participation we get 
some of these planes. 

Mr. Strassen. That is right. We get title to the planes that are 
represented by our dollars, and as they come off production lines we 
can either turn them over to a NATO requirement of some other 
NATO nation or if we want to we can hold title ourselves; we have 
that right under the contract. 


NATO AIR FORCE 


Senator Humpurey. But they are contemplated for this central 
NATO air force, the basis of which we are now constructing in Europe, 
are they not? 

INFRASTRUCTURE AGREEMENT 


Mr. Srassen. On the long-range infrastructure program we 
reached 

Senator Humpurey. Infrastructure. 

Mr. Strassen (continuing). An agreement, parallel to this air- 
craft agreement during this same NATO meeting. We made an 
agreement, subject to appropriations by Congress, that for the next 
3 years we would participate with all of the other 14 countries in pay- 
ing a part of the bill for the construction of a network of airfields, 
communication systems, radar warning networks, and so forth, which 
would constitute the bases from which some of these ships would be 
flown. 

Senator Lancer. But these ships are all being built in foreign 
countries; is that not right ¢ 

Mr. Strassen. These; yes. 





DISPERSAL OF AIRPLANES 


Senator Smrru. Could we divert those to the Indochina situation ¢ 

Mr. Strassen. When these come off the production lines we own 
them, and the United States can do what it sees fit with them. You 
always have this situation, of course: You always have to look into 
what the other countries expect you to do, and have always got to work 
it out with them on a partnership basis. But there is no question that 
the title to these planes is in the United States when they come off 
the production line. 

Senator Humpurey. We are not to expect these in the next few 
months? 

Mr. Strassen. No. 

Senator Humreurey. This is your long-term approach? 

Mr. Strassen. Long-term approach. 

Senator Humpurey. And these are for the 1956 dateline? 

Mr. Srassen. These are all to be produced between now and 1956. 

Senator Humpnrey. There are some national requirements that 
have to be met first, I suppose. The British Air Force will want to 
take care of their own replacements, won’t they ? 

Mr. Strassen. These are not all of this kind of plane which are being 
produced. 

Senator Humpnrry. I understand. 
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HAWKER HUNTER PRODUCTION 


Mr. Srassen. These countries have production of their own, but 
this is an added aircraft program that is put on to get more aircraft 
and get a better production base in Europe. 

Senator Humrurey. I understand there are orders on hand, for 
example, for the Hawker Hunters which will first have to be met for 
Great Britain before they go into NATO production, so to speak. 

Mr. Srassen. They actually are expanding the Hawker Hunter pro- 
duction, and they will take some and we will take some as the y begin 
to come off the production line. 

Senator Humrnurey. I see. 

Mr. Strassen. Mr. Chairman, that is more or less the broad back- 
ground of the President’s 1954 program and I, of course, will respond 
to any further questions you may wish to ask. 

The CHaIrMAN. Senator George, do you have any questions? 


“NOT TO BXCEED” 


Senator Grorer. I noticed in the committee print for total appro- 
priation the term “not to exceed.” I presume that it is not necessary 
to repeat that “not to exceed” in the breakdown in the first paragraph 
of chapter I, isit? That carries out, does it, in each of these items? 

Mr. Strassen. That is right. Every item is on a “not to exceed” 
basis. 

Senator Grorce. That is your total. When you come to section 101, 
section 401, and so forth, it is not necessary to repeat; that is clear 
enough, is it, as it stands? 

Mr. Stassen. Well, that is a good point. I think that we endeav- 
ored to repeat it any place where appropriate. 

Senator Grorce. I know it is repeated elsewhere in the bill, but in 
section 540, it states, “There is hereby authorized to be appropriated 
to the President for the fiscal year 1954 not to exceed $4,024,523,000 to 
carry out the provisions of sections 101 (a) (1), 201, 301, and 401 of 
this act, of which $2.53 323,000,” and so forth, “is to be available 
under section 101 (a) (1)”. Must that “not to exceed” go down on 
all of those items? 


FLEXIBLE PROVISION 


Mr. Strassen. I think it would carry through; and then, of course, 
I should also point out to the committee a matter that was not specifi- 
cally stressed yesterday, and that is that we are asking that the Presi- 
dent be given some flexible authority to transfer between purposes 
up to 10 percent, because of the fact that you cannot now envision just 
what might happen in a shifting situation. The phrase “not to ex- 
ceed” is not repeated, so that it will be clear that the 10 percent transfer 
authority which the President already has under section 513 (a) of the 
Mutual Security Act will apply. The “not to exceed” is of course 
implicit throughout section 540 for purposes other than the transfer 
authority. 

Senator Grorer. I believe in the act of 1953 we did have a flexible 
provision, did we not? 
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Mr. Srassen. You did have a flexible provision on the European 
side of the military equipment, together with a transfer provision as 
between geographical areas. 

Senator Grorer. This goes through the whole program ? 

Mr. Strassen. We are asking that in any part of this whole program 
there we this flexibility of 10 percent, dependent, however, on the 
President’s specific decision. 

Senator Grorer. Yes, sir. 

Senator Smrrn. Do you mean between chapters? 

Mr. Srassen. Between chapters and between subordinate points in 
chapters. 

Senator Grorer. Not only chapters, but items within the chapters. 

Mr. Strassen. Right. 


PALESTINE 


Senator Groree. I also noticed that in the bill there is a provision 
which, I take it, will be used for assistance of the Arab countries and 
the Israelis. That is not broken down as between those countries, 
is it? 

Mr. Srassen. No, it is not, Senator. That is put in as an amount 
for that area of the world. 

Senator Grorcr. That is what I understand. 

Mr. Srassen. Right. 

Senator Groror. I am not quarreling with it; I think it is a good 
provision. I have no further questions, Mr. Chairman. 


GERMAN BALANCE OF PAYMENTS 


The Cuarrman. What is Germany’s present balance of payments 
on the foreign-trade situation ? 

Mr. Srassen. Germany’s most recent balance of payments in the 
trade situation is as follows: Their foreign trade in 1952 was imports 
$3.854,000,000, and exports $4,037,000,000. 

The Cuamman. How much? 

Mr. Srassen. $4,037,000,000, or a net favorable balance of trade of 
$183,000,000. 

Their position with the European Payments Union has been on a 
steady rise—that is, their balance has been on a steady rise in the 
last 2 years. It has now reached i in March 1953 a plus "$429.000,000. 
In June of 1951 they were minus $285,000,000; in December 1951 they 
became plus $31,000,000; in June 1952 they became plus $299,000,000 ; 
in December 1952 they became plus $366,000,000; and our last figure 
of March 1953 they are plus $429,000,000 in the European Pay ments 
Union. 

At the same time, their gold and dollar assets have been climbing, so 
that the last figure we have on that is March 1953, when they had 
$770 million in gold and dollar assets. 


ECONOMIC AND MILITARY AID TO GERMANY 


The Cuatrman. How much economic aid did she get during fiscal 
19522 

Mr. Strassen. During fiscal 1952, the figure was $106 million. Dur- 
ing 1952-53, it is $23.8 million through April 30. 
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The Carman. Inasmuch as Germany will not make a contribu- 
tion to European defense until the European Defense Community 
Treaty is ratified, will she be able to receive any military assistance 
or defense payments in fiscal 1954? 

Mr. Strassen. When EDC goes into effect it is contemplated that 
they would receive assistance in the form of military materiel to help 
in the establishment of their contingent for the European Defense 
Community forces. 

The CHarmMan. Senator Smith? 

Senator Smirn. I want to ask Mr. Stassen 1 or 2 questions. What 
is the source of these figures? Now, the point of that question is 
this: I find that such bills have previously come up on the Senate floor, 
where we have had military figures given by the military as necessary 
for military defense. There is less diffic ulty in defending them than 
when you get into the areas listed in chapter IV for instance, where 
the military force is out of it, and the estimates are made by other 
people. There has been lack of confidence in some of the estimates 
made for technical aid, and things of that sort. 


SOURCE AND BACKGROUND OF ADMINISTRATION ESTIMATES 


Will this report that we have here show the source of all these 
figures, how they were screened and rescreened, and so forth, and will 
it show exactly how we arrived at the $5.8 billion, and why the ad- 
ministration believed it to be the groundrock figure, subject to the 
few deductions you said might be made from it ? 

Mr. Strassen. Yes, we will be prepared to go into each country situ- 
ation with members of the staff, and show why we reached a certain 
conclusion. 

I mentioned yesterday, for example, the United Kingdom. The 
United Kingdom in this past year has received, on what might be called 
the budgetary support side of the whole aid picture, $400 ‘million. 

In our recommended program we are recommending that be cut in 
one-half, to $200 million, and that this $200 million be pinned down for 
two specific things: One is $100 million to help them with their own 
RAF expenditures for the production of modern aircraft of their own, 
and the other $100 million to be taken in commodities, particularly 
wheat and corn, cotton and lard. In other words, we can help them in 
their situation to the extent of $100 million and, at the same time, ease 
the net cost to the United States if we relate it to commodities in which 
we haveample supply. In such a situation, we have an internal reason 
for wanting to see the aid taken out in those forms. We are putting 
these two things together to provide a total of budgetary oe in the 
order of $200 million as compared to $400 million last yea 


EXPLANATION OF REDUCTION 


Now, the reason for this conclusion is the fact that while we feel 
this kind of aid should fade out of the picture, we also feel that it 
will possibly have an adverse effect on our own national security in- 
terests if we drop it too abruptly. We feel that the British can adjust 
to this sharp a decline, but that it would be a mistake from the stand. 
point of the interests of the United States to drop them more abruptly 
than that. 
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Senator Smrrn. It is important for us to have that kind of an 
explanation because sometimes there is a feeling that the figures 

cannot be fully presented for the department, and you are just taking 
a cut of this size and some other items that do not look to me as 
important as the military. ‘There is resistance in Congress, as you 
know, to so-called economic aid instead of military aid. 

Mr. Srassen. Yes. As we discussed earlier, you really cannot 
separate a country’s economic situation from its capabilities of carry- 
ing out its part in a good defense program 


BERLIN-——A SPECIAL SITUATION 


I should further emphasize that the German figures I gave you, 
of course, do not include Berlin. We have had this special situation 
of giving some aid in Berlin, a situation which is currently being 
further reexamined. With the refugees flowing in, there is a fae 
situation. We may be able to give you even more recent balance-of- 
payments figures, Mr. Chairman, when we review the current situa- 
tion in executive session. 

Senator Smrru. Another criticism I have heard which I wanted to 
ask you about was that there is a tendency in MSA to have a great 
many representatives of the MSA in foreign countries duplicating 

each other. The natural question is, ther efore, are any changes in the 
admminietration of the program contemplated, and could you give 
us the high-spot picture ¢ 


CHANGES IN ADMINISTRATION OF PROGRAM 


Mr. Srassen. They are not only contemplated, Senator, but they are 
under way. We are already in the process, in fact well adv mau 4 in 
the process, of cutting our French MSA mission down to less than 
one-half the number of personnel that it previously had. 

We are reducing the personnel in all of the European MSA mis- 
sions. We are also. reducing the personnel of, and are going to change 
the nature of the authority of the Oftice of the Special Representative 
in Europe. That Europeanwide office that has been wihiahalaesd in 
Paris. We are approaching the problem with this general policy; 
that we feel that the United States program can best be carried out 
with the smallest possible number of highly competent people over- 
seas, and that is the way in which we are moving. 

We are trying to move very slowly and carefully in this area for 
a number of reasons. One reason is the fact that we want to be quite 
sure that stopping certain functions is in the interests of the United 
States. 

Secondly, some of these people overseas are in a situation in which 
if they were asked to go, they might have to take their children out of 
school or something of that ‘kind, and we did not want to drop them 
abruptly in F ebruary. We wanted to let them finish the school year 
inJune. Things of that kind have slowed us down. 

We feel that the small amount of dollars involved in being humani- 
tarian and careful in our approach could well be repaid in the long 
run in the interests of the United States. But we are on a steady 
declining number of personnel overseas. 
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CHIEFS OF UNITED STATES MISSIONS 


Senator Smirn. Are you going to continue to keep your mission 
chiefs in the principal countries, the NATO countries, for ex xample 

Mr. Srassen. The principal NATO countries; yes. But in some 
instances, we will seit a very small handful of people with a mission 
chief. Of course, this also involves the question of the information 
services being reorganized in a new agency, as is being considered in 
the executive > branch. In what event, certain of the funds which are 
included in here for information services would be transfered over 
to the new organization, and we would transfer out the information 
function now in MSA. 

Senator SmirnH. But your mission chiefs, I take it, would be part 
of the State Department setup, and the United States Ambassador in 
each country is going to be in charge of the entire operation. Is that 
correct ¢ 

Mr. Strassen. The Ambassadors will be heads of the country teams, 
and all other activities in the country would fit in under the leader- 
ship of the Ambassador. The MS. \ mission chie f be comes ore dually 
the key economic adviser and leader in these MSA countries. 


PROGRAMS OF VARIOUS UNITED STATES AGENCIES 


Senator Smrrvu. Can you indicate what amounts of funds that are 
beiig asked for here will be administered by which of the various 
agencies—Defense, State, or MSA—or haven’t you tried to differen- 
tiate in that manner ? 

Mr. Strassen. Well, we use, and will use increasingly, all other de- 
partments in the actual conduct of the program, and we do the co- 
ordinated approach to it on the operating level under the direction 
of the President. That is the way we function. 

For instance, of course, all military procurement is done by the 
military procurement officers. In the technical assistance program, 
we call upon, and will use to an increased degree, the services of the 
related departments, like Agriculture, Commerce, Interior, Health, 
and Welfare, and so forth 


ROVING AMBASSADOR 


Senator Smirn. Are you going to have a roving ambassador such 
as we had when Mr. Harriman was roving Ambassador for these coun- 
tries? 

Mr. Stassen. No, I have no contemplation of that. 


EUROPEAN RECOVERY 


Senator Smrru. Here is a general question I have been requested 
to ask you: How far has the recovery of Europe progressed com- 
pared to 1948, and up to the present time in terms of industrial, agri- 
cultural production indexes, and so on, beginning with the original 
ECA and coming right down through with MSA ? 

Mr. Srassen. “Very great progress. If they had not made very 
great progress they could not be doing this substantial defense effort 
on their own, in addition to that which we are supporting. 
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We can give you the country-by-country indexes of industrial pro- 
duction. It varies some from one country to another, but there has 
been a very marked recovery. 

Senator Smiru. What I am interested in are your own observations 
from your studies, and the reports of the committee of businessmen. 
Taking the whole picture into account, do you feel that our ECA- 
MSA operations have really been a great saving factor in the European 
situation ? 

Mr. Srassen. Yes, they do. 

Senator Smirn. And do you feel that the original Marshall plan 
was conceived, and the way it was drawn out has been a great asset 
to the United States and the security of the world ? 

Mr. Strassen. Yes. 

Senator Smiru. You all feel that way? 

Mr. Strassen. Yes. 


INDEX OF PRODUCTION 


Senator Smirn. Are we going to get the country-by-country in- 
dexes ? 

Mr. Strassen. Yes. In this basic data book that we have before you, 
you will find much statistical information on these indexes of produc- 
tion. 

For example, on page 79 you will find the index with 1948, 100, as 
the base, and then you will see how the index, 1949, 1950, 1951, 1952, 
has moved in each of these countries. 

The total for all the European economic countries shows that the 
industrial production index is now at 138 compared to 100 in 1948, 

Senator Smrrnu. Of course, you have had an increase in population 
to consider there, too. 

Mr. Strassen. Yes, and you have got this very heavy defense effort. 

Senator Smirn. Yes. 

Mr. SrassEN. That is now being carried by these countries on their 
own, in addition to the part of the effort that the United States puts 
in there. 

DURATION OF MUTUAL SECURITY PROGRAM 


Senator Smiru. Can you contemplate at this time how long this pro- 
gram that we are having year by year now will have to continue? 

Mr. Srassen. It would depend, of course, upon the duration of the 
grave threat that we now face from the military capabilities of the 
Soviet Union. 

Senator Smiru. That is all I have. 

The Caran. Senator Fulbright? 


FIFTY PERCENT SHIPPING CLAUSE 


Senator Fu.sricut. Governor, is the requirement. of transporting 
50 percent of the aid and the material abroad in United States bottoms 
in this bill? 

Mr. Srassen. There is that requirement in the law, yes. 

Senator Futsricut. The same as it was! 

Mr. Strassen. Yes. 

Senator Futsricnt. Do you approve of that? 
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Mr. Srassen. I feel that that is one of the items that should be 
studied i in the overall economic study that the President has asked for, 
in which the Senate and the House and other executive branch leaders 
should participate. In other words, that involves this whole matter 
of the United States economic relationship to the rest of the world. 

Senator Futsricnt. Do you recall how much is estimated to add to 
this bill? In other words, what would be the saving if you eliminated 
that provision / 

Mr. Strassen. I do not have that figure in mind, but we could fur- 
nish it to you. 

Senator Funerient. As I recall, that provision encompasses a sub- 
stantial amount of money. 

Mr. Srassen. I would prefer not to estimate it, but to get it to you 
on the basis of a careful calculation. 


UNITED STATES FOREIGN TRADE POLICIES 


Senator Futsricnr. Are these estimates that you have made based 
upon no change in our trade policies of this country ? 

Mr. Strassen. Yes, they are based on the estimate that the reciprocal 
trade legislation be extended as it is for 1 year, and that a study pro- 
ceed of the whole overall trade picture and economic picture. 

Senator Futsrient. If Congress should increase the obstacles to the 
importation of goods would that not affect the estimates that you 
have made? 

Mr. Strassen. Yes, it would. It would create an increased require- 
ment for aid, or produce more serious consequences overseas if aid 
were not increased. 

Senator Fursrient. Well, assuming your estimates of what are 
needed are correct, which I think we ought to assume, then it would 
necessarily follow that if we cut off the importation of the goods 
which you represented here in your chart a moment ago, and if you 
were to achieve the objective, you would have to increase the amount 
appropriated under this bill, would you not? 


POSSIBLE EFFECTS ON DOMESTIC ECONOMY 


Mr. Strassen. That is a fair conclusion, but that would not be the 
most serious consequence. If you stopped any appreciable amount of 
imports from their present level, you would also cut back on the export 
side, and then you would start internal economic effects in the United 
States that could be very, very serious. 

In other words, as I testified to another committee yesterday, the 
year in which our imports were at an all-time low was 1933. At that 
time we also had very serious unemployment inside the United States, 
we had losses in business, and we had very low agricultural income; 
in other words, you had a whole series of interrelated adverse internal 
economic factors come to bear. 

Now, it is never possible to say which one of these causes the other, 
but you can see a pattern of them all fitting together in a bad picture 
when you chop down to an inordinately low amount the imports and, 
consequently, reflect. back by chopping off exports, and you fit into a 
descending economic situation. 
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BALANCE OF PAYMENTS 


Senator Furerient. Well, with regard to the question asked you 
by Senator Smith about how long this aid program would last, is it 
not very closely associated with the idea of when the balance of pay- 
ments may be reached under normal trade policies? If we could in- 
crease our imports to balance our exports, that in itself would end the 
necessity for much of this aid outside of specific military matters, 
would it not? 

Mr. Srassen. Outside of strictly military matters and outside of 
some comparatively minor, but important, amounts for the technical 
assistance and mutual development in the less-developed countries. 

Senator Funrrient. Yes. I mean is it not true that the only—well, 
I do not like to say only—but the logical way to end the necessity for 
aid is to balance our payments in the economic field, that is, we ought 
to import as much as we sell—buy as much as we sell—is that not really 
the principle involved ? 

Mr. Srassen. Well, of course, you have to study the internal effect 
of increased imports, and there are problems, too, there, affecting 
special industries and special labor and agricultural situations. That 
is why I feel the President’s recommendation for a new and intensive 
study for a year is highly desirable. 


UNITED STATES TRADE POLICIES AND MUTUAL SECURITY PROGRAM 


Senator Funsrient. I could not agree with you more. I agree it is 
highly desirable, but from what we know now, unless we can balance 
those imports, the people that we consider to be our friends will have 
to make a drastic reduction in their standard of living or we shall 
have to make it up by gifts. Isn't it true that they must either change 
their standard of living by a very substantial amount or we must make 
up the balance? Have we not been making up that balance in grants 
for a number of vears ? 

Mr. Stassen. Yes, if you further qualify it with the defense ma- 
teriel side, which is not quite met by that picture, and the fact that there 
are other economic effects that occur in an adverse way under those 
circumstances, I would say that you are correctly describing the sort 
of general relationship of these factors. 

Senator Funsrienr. I do think it is important. As you have said, 
these estimates are based on an assumption that there certainly would 
not be any obstacles to trade—that it would remain as it is. It indi- 
cates, therefore, that there is a close relationship between our trade 
policies and this program, and they should be considered together. 

Mr. Strassen. There is a close relationship; yes. 


TCA AND MSA 


Senator Futsrieut. There is one other matter I believe you referred 
to, involving the existing TCA. Is it being merged under a reorgani- 
zation plan with MSA; is that what is to be recommended ? 

Mr. Strassen. Senator, there is a plan under study that would make 
it very clear that in the operations of the mutual security program 
we take our foreign — guidance from the State Department— 

State—and our defense policy guidance from 


from the Secretary o 
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the Department of Defense, and that on the operating level we bring 
together to greater extent the operations of all phases of the program. 
It involves the question of whether my particular office should be in 
the Executive Office of the President, with all of the implications of 
that, or whether it should be a distinct operating administration, 
which pulls together and coordinate on an operating level the various 
facets of this program. ons « 
Senator Futsricur. It is contemplated that the TCA operation in 
the field, for example, would no longer have a separate existence from 
MSA, and would be under the direction of the MSA representative ‘ 
Mr. Srassen. Well, if the plan would go on through MSA, as it is 
now known, would itself go out of existence. You would develop a 
new operating approach to the whole situation. 
Senator Futerient. A single one? 


REORGANIZATION AL CHANGES 


Mr. Strassen. That is right. But you would separate out, of course, 
the military aspects of it from the nonmilitary. 

Senator Furerieur, Since the plan contemplates a merger of the 
various operations, would what is called MSA then be a single ad- 
ministration which would do what MSA and TCA are now doing in 
the field? I am thinking particularly of the Middle East and south- 
east Asia which do not have military programs. So far, MSA has 
been in one country and TCA in other countries, but under the pro- 
posed new setup, it would be the same throughout that whole area. 
Does that quite describe it? 

Mr. Strassen. No; I would not say that quite describes it. There 
would be a reorganization and, of course, it would come to the Con- 
gress for their action. There has been considerable study, and there 
have been a number of recommendations by these business teams of 
how you might get a more efficient and economical operation of the 
whole picture. 

Senator Futsrient. Would that come in the form of a reorganiza- 
tion plan or legislation ? 

Mr. Strassen. Well, I presume that that will be a matter for the 
President and his advisers to take up with the Congress. 


CONSULTATION WITH CONGRESSIONAL COMMITTEES 


Senator Funsricur. I should like to recommend that we get mat- 
ters such as these in legislative form so that the committee concerned 
with the substantive matter could have some consideration of it. I 
frankly do not like the idea of the Foreign Relations Committee, 
which has given a great deal of attention to this problem over the 
years, being completely left out of the consideration of very major 
reorganizations. As things are now, any reorganization plan woeld 
go to an entirely different committee, which has not considered the 
substantive legislation at all, and, as a matter of policy, speaking for 
myself, 1 would like to see some of these matters submitted in the 
form of legislation coming to this committee, which over the years 
has handled this particular subject matter. 

As a matter of fact, I think you get more sympathetic treatment on 
the whole and on balance if some such matters are submitted to this 
committee. 
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[ hear rumors about other reorganizations taking place and inter- 
ested congressional committees never having a chance to consult about 
or consider some of these matters. Perhaps the committees have 
nothing to offer, but we operate on the assumption that we do, anyway. 

Mr. Strassen. Well, of course, also, as you realize, the manner in 
which the Congress acts on various matters is a matter for Congress 
to decide rather than for us 

Senator Fursricut. I had a great deal of interest in both of these 
programs. I think this committee has been sympathetic and helpful 
to both of them, and yet when it comes to a reorganization we are 
not consulted on the reorganization plan, and certainly we do not 
pass on it. There is nothing we can do about it on the floor. There 
is no amendment possible to a reorganization plan, as contrasted to 
legislation. 

Formerly i in matters of this kind, under the legislative procedure, 
it would come to these committees. I just throw that out as something 
I think the administration could consider when they come to—— 


CONGRESSIONAL JURISDICTION 


Mr. Strassen. I presume you will agree, though, that that is a mat- 
ter of congresional decision as to how they refer these matters. 

Senator Fursrieut. No; it is not. 

Mr. Strassen. I mean in your long-term organization approach. 

Senator Futsricutr. Well, as I understand it, the administration 
makes the decision as to how it is to be presented, and I am only sug- 
gesting that I think it is wise, unless there is some very overriding 
reason, for it to be presented in the form of legislation in order that 
this committee, which has always handled the ‘legislation —— 

Mr. Srassen. What I meant was that the decision as to where a 
reorganization plan goes for its consideration has been a congressional 
decision. 

Senator Fuisrienr. I do not understand that. If it is submitted 
as a reorganization plan under the authority of the act we passed a 
short time ago, it will go to the Committee on Government Operations. 

Mr. Srassen. That is a congressional decision as to where it goes 
and as to what was in the law in the first instance; I do not mean it 
is acongressional decision now, but it is a congressional decision origin- 
ally, is it not? 

TERMS OF REORGANIZATION ACT 


Senator Fu.srienr. I see what you mean. But under existing re- 
organization law we are foreclosed from considering it. 

Mr. Srassen. Yes, but that is a law which Congress passed in the 
first instance. The matter of how Congress words its laws and how 
it then refers its work, I have always felt is a matter that is up to 
Cemegress, and it is not right for us to get into that. 

Senator Futsricut. What I mean to say is the Administration has 
discretion regarding whether or not a particular proposal is pre- 
sented in the form of a bill under the existing procedure which you, 
of course, are familiar with, in which it would come in one instance 
to this committee, and in another instance to an entirely different 
committee. We at this point would not determine that. 
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Mr. Srassen. In other words, you are speaking of the present ef- 
fect. of past legislation ? 

Senator Futsricut. Yes. I mean, [ think it might prove to be im- 
portant for your purposes in the long run if committees which have 
over the years considered these matters had some part in this reorgan- 
ization. I offer that purely as a matter of advice. 

That is all, Mr. Chairman. 


RECOM MENDATIONS OF EVALUATION TEAMS 


The Cuarrman. I wish to again refer to what I started to discuss 
when we opened the meeting, because I want to get it very clear. Did 
any of the reports made by the evaluation teams at any time or in 
any way recommend the abolition of the Mutual Security Agency, or 
did they recommend any drastic cut in the amounts requested ? 

Mr. Strassen. Some of them recommended that the coordination 
of the whole program should be done from the executive office of the 
President, in effect, coordinating from that point, the Secretary of 
State and Secretary of Defense, and that operations be put under a 
new department over in State. Some of the businessmen took that 
approach. 

Now, our approach is that you should not attempt to coordinate 
senior Cabinet officers from anyone but the President himself and 
that, therefore, in my position as the operator I should be junior to 
the Secretary of State, junior to the Secretary of Defense, under the 
direction of the President, and coordinate in that junior position, and 
that such an arrangement in the long run will result in better coopera- 
tion all around and better teamwork and a better result for the country. 
In other words, you are involved here in a judgment factor as to how 
you can best administer a program. 

The Cuatmrman. Well, it bears, then, simply on the question of 
reduction in amount. 


REORGANIZATION WITHIN GOVERNMENTAL FRAMEWORK 


Mr. Srassen. In other words, there is a difference here, I think, in 
how you might organize something in a business as compared to how 
you organize it within the traditions of a government, the status of 
Cabinet positions and the relations between various parts of the execu- 
tive branch. I personally have, from the very opening of my work, 
taken the position that I am junior to the Secretary of State and 
junior to the Secretary of Defense; that I am under the direction of 
the President, that in this junior position I am coordinating an eco- 
nomic program and a defense buildup program for the interests of the 
national security of the United States, I really feel that we are making 
real progress in the attitudes and teamwork and cooperation between 
the departments on that basis. 


LOANS VERSUS GRANTS 


The CHarrmMan. Could future economic aid be handled in the form 
of loans, in your judgment, rather than grants, as suggested by a 
recent report from Europe showing a growing aversion to gifts? You 
will remember that Dr. Adenauer in Chicago said, and I quote: 


I hope that we shall receive as soon as possible loans which will both reward 
our creditors and strengthen our economy. 
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Have you anything to say on that? 

Mr. Strassen. I would say this: In this program we are not recom- 
mending any item for a grant which we felt could properly be handled 
as a loan. 

There is an area for loan operations and that should be on a basis 
of sound economics for the repayment of the loan. We feel that if it 
must, in fact, be a grant, it is better to face up to it as grant a right 
away than to treat it as a loan and have it as a festering, continuing 
problem between two countries when you know they cannot well re- 
pay it. You simply worsen the rel: ationships by calling it a loan when 
it really has to be a grant. 

The CuarrMan. Any questions, Senator Smith / 


ECA—MSA AND STATE DEPARTMENT 


Senator Smiru. In reference to the question of organization which 
the chairman asked you about, historically, as I recall it, when we set 
up the ECA with Mr. Hoffman as director, -it was entirely inde- 
pendent of the Department of State. There was no relationship there 
except that they were working together for the same broad objective. 
But the idea of the ECA being junior to the Department of State 
was not in that picture. I think they were coordinating the work 
that way. 

Now your new conception is that the Department of State and De- 
partment of Defense, Cabinet positions, are the two that you are 
working with, and are you suggesting that you are junior to them in 
this operation ? 

Mr. Srassen. Right. 

Senator Smiru. That is a somewhat different approach, as I see it. 


MSA: COMBINED OPERATING AGENCY 


Mr. Srassex. Then I am the combined operating agency in this 
whole economic defense buildup field. We take policy guidance from 
the two departments, particularly Defense and State; we translate 
this guidance into a program through which we feel those policy ob- 
jectives can best be carried out. We fit it intoa proposed program, and 
then this program is reviewed to see whether or not it appears the best 
way to carry out the policy, through the National Security Council, 
on which I sit as a member, along with these other Cabinet members, 
with the President and the Vice President. The National Security 
Council is the point where we do the sort of final coordination. 

Senator Smrrn. Is this new arrangement already set up? 


LEGISLATION REQUIRED FOR REORGANIZATION 


Mr. Stassen. That is the way we are now working, even though I 
still, of course, at this stage, hold this position in the “Executive Office 
of the President. Iam working the other way in actuality, because I 
do not feel that you can wisely try the other kind of an approach to it. 

Senator Smrru. But there is no legislation needed to bring that 
about? I mean, it can be worked out—— 

Mr. Strassen. Well, to completely clarify and improve the situation, 
it undoubtedly will require some reorganization plan approach. 

Senator Smiru. Thank you. 
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PROCEDURAL DETAILS 


The Cuairman. We will at this time recess until 2: 30 p. m., at which 
time we expect to have Secretary Dulles. 

Mr. Stassen, we will expect to arrange a later date with you at re - 
time, probab ly in executive session, you will be heard. I shall : 
preciate it if you will make sure th: at those reports which have bias 
mentioned are sent to the committee, and the various members can 
examine them. You will want to be prepared, in executive session, to 
go over the reports and, if necessary, bring along the individuals who 
were the heads of these teams so that we can iron out any possible diff 
erences in relation to this whole matter. I think it is very important 
that the member of the team be in substantial agreement with you. 

Thank you very much. 

Mr. Srassen. Thank you, Mr. Chairman. I might say my staff 
will be available to follow through. Ihave some very able new men 
I brought into the program, including Mr. William Rand, my deputy, 
and there are some very able and conscientious men who have been in 
the program, who will be carrying on for me. 

The Cuamman. How long will you be gone? 

Mr. Srassen. Well, I will be gone about 20 days, but they will fol- 
low through on all these specifics, and you will find them a competent 
and devoted group that I stand back of. 

Senator Smiri. Thank you, Governor. 

Mr. Strassen. Thank you, Mr. Chairman. 

(Whereupon, at 12:35 p. m., the committee recessed, to reconvene 
at 2:30 p. m., the same day.) 


AFTERNOON SESSION 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY 
OF STATE 


The Sanne We have Secretary of State Dulles with us this 
afternoon. Mr. Secretary, do you have a statement? 

Secretary Dut: Les. No, sir; I have no formal statement to add to 
what I gave yesterday, but I would be glad to try to answer any ques- 
tions based on that statement or on the proposed bill. 

The Cuarrman. All right, sir. We will proceed in that manner, if 
you feel that it is not necessary to supplement what you said yesterday. 
T have a few questions I would like to submit to you. 


NATIONAL SECURITY AND MUTUAL ASSISTANCE PROGRAM 


From your recent discussion with our NATO allies, is it your opinion 
that our financial assistance as contemplated i in this program will be 
sufficient to do the job that it appears is necessary to be done? In 
other words, do they feel we can safely cut back our assistance and still 
build an adequate defense system in time? 

Secretary Duties. I believe that wecan. Of course, from a purely 
military standpoint it would obviously be desirable to have much 
larger forces than are contemplated now, but we believe it is-a situa- 
tion where a balance must be struck between the military needs, mili- 
tary desires, and the economic capabilities of the countries concerned. 
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There can be maintained under this program a force of growing 
power which we believe and which our military advisers tell us will be 
a substantial deterrent to aggression. We will have behind that 
sound economies without which no military force is of value at all. 

There is no use building up a military force there which may pass 
into the hands of political control which is weak or neutralist, because 
of the breakdown of the economies which bring leftwing governments 
into control. I believe this strikes the best balance which can be 


struck. 
PROGRAM PROVISION FOR EMERGENCIES 


The Cuarman. The morning papers carry a story to the effect that 
Thailand appeals to us to increase arms shipments to meet the threat 
of Communist aggression. Is this story true? 

Secretary Duttes. Yes, sir. 

The Cuatrman. Are there funds in the bill on which the President 
can draw to meet emergencies such as the one in southeast Asia, or 
will each one result in the request for more appropriations ? 

Secretary Duties. There are funds available under this bill which 
would permit meeting the type of demand or request which has been 
made to us by the Government of Thailand. Now, obviously, if there 
should develop in substance a general war in Asia, that would be a 
new situation. 


PROPOSED DEFENSE AGAINST FUTURE AGGRESSIONS 


The Cuarrman. Well, what additional measures is our Government 
prepared to take if the Communists continue their advance? 

Secretary Duties. We believe that under present circumstances the 
threat to Thailand is serious. The columns of aggressive forces seem 
to have turned in that direction, and the Government of Thailand is 
itself very greatly concerned. 

We believe that with a relatively small amount of material help 
from us, that Thailand should be strong enough to resist the type of 
aggression which now threatens. 


IMPACT OF SOVIET PEACE FEELERS 


The Cuarrman. What, Mr. Secretary, if any, has been the impact 
from the Soviet peace feelers upon our foreign policy with respect to 
the Mutual Security Program before us? Have these feelers had any 
effect in revising the proposed authorization downward ? 

Secretary Duties. No, sir; it has had no effect whatsoever. As a 
matter of fact, this program in its broad outlines was discussed first 
last December, when the President, then President-elect, and some of 
his prospective Cabinet members, including Secretary Wilson, Secre- 
tary Humphrey, and myself, were together in the Pacific and we dis- 
cussed some of these broad problems, and came to the conclusion that 
some adjustment of the NATO program would probably be necessary. 


That was arrived at, as I say, in principle some months ago, and 
antedated considerably the recent so-called peace moves by the Soviet 
leaders. 
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COLD WAR 


The CuarrMan. Do you anticipate a renewal of the cold war? And 
if it does come, will that revise the estimates upward / 

Secretary Duttes. I don’t think the cold war has stopped, myself, 
and outside of the action which would involve open war in Europe, I 
see no reason to revise these figures upward. 

The Cuarrman. In your prepared statement you state that our mu- 
tual security planning is long range. You say: 

It cannot operate on a day-to-day, hand-to-mouth basis. Instead we must 


think in terms of the policies and the programs that we can afford to live with 
for what may be a long period of years. 


LONG-RANGE ASPECTS OF PROGRAM 


Now, I ask, is the magnitude of the Mutual Security Act of 1953 
an indication of what we may be expected to authorize for foreign aid 
for a long period of years? 

Secretary Duties. No. I hope and believe that there will be an 
appreciable reduction over the coming years. That is what we look 
forward to. 

It is not possible to turn these things around abruptly without a 
shock, which might destroy the v: alues already created, but a good 
many features of the program are designed to increase the self- suffi- 
ciency of Europe and to make Europe in this matter less dependent 
upon continuing grants from the United States. 

I have in mind, for example, the placing of contracts which will, 
in turn, lead to the building of substantial and efficient plants for the 
production of ammunition, of aircraft, artillery, and things of that 
sort, for which they are now largely dependent on shipments from the 
United States, which is a very expensive way of getting their needs 
taken care of. We believe that as an integrated program is worked 
out in Europe, there will be less dependence on the United States. 


ECONOMIC STABILITY OF UNITED STATES AND ALLIES 


The CuatrmMan. In your statement you also stress the importance 
of the economic stability of our own countr y and the economic stability 
of our allies. 

In view of our unbalanced budget, our national debt, and our high 
tax rate, do you feel we can afford to continue foreign aid at this rate 
and magnitude, outlined in this measure? 

Secretary Duties. Yes, sir. 

The Cuarrman. In other words, you believe we cannot afford not to? 

Secretary Duties. Absolutely. 

I believe that we must spend for defense and security in the most 
economical way as much as can be spent without endangering our 
fiseal security, our monetary stability. 


NATIONAL INTEREST 


[It would be imprudent to do the latter, but it would be also impru- 
dent, in my opinion, not to do the maximum that we can, consistently 
with maintaining a sound economy, and those who are more expert 
than I am in terms of economies and finance—and in this matter we 
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have had a great deal of advice from Secretary Humphrey and 
Budget Shines ‘tor Dodge—are of the opinion that this program is 
compatible with national solvency, well being, stability of our cur- 
rency, and, we hope before long, some reduction in taxes. 
The Cuarrman. It has always been my feeling, Mr. Seeretary, that 
what we are doing here and what we have done in the past are con- 
sistent with the law of self- preservation. We may differ about what 
steps are necessary, but back of it all is the matter of preserving the 
Republic and what she stands for. 


UNITED STATES STATUS IN MIDDLE EAST 


Now, then, we hear a great deal on every side of the declining pres- 
tige and popularity of the United States in the Middle Eastern area. 
You hear considerable talk about that. Yet, in this very bill there is 
a considerable sum being requested for use there. 

What indications are there that further aid will prove any more 
effective in proving our good faith to our friends in the Middle East 
than before? What assurance have we that they will, in fact, be trust- 
worthy allies against Communist aggression ? 

Secretary Duties. You are speaking now about the Middle East ? 

The CHarrMAN. Yes. In other words, what can we do to bolster our 
status there ? 

Secretary Duties. Well, I am going out there on Saturday, and I 
hope I will come back with more knowledge than I have now, but 
broadly speaking, Mr. Chairman, the situation has deteriorated from 
our standpoint because of two primary reasons. 


ISRAELI-ARAB TENSIONS 


The first has been the establishment of the State of Israel and the 
tension that has been created between Israel and the Arab world, which 
is represented today by the fact that there is still technically a state 
of war; and, secondly, by the fact that the colonial position of the 
British, to some extent the French, but primarily in that area the 
British, has not yet been fully liquids ited, and isin process of transition. 

That transition is represented by the Sudan agreement, which was 
made a few weeks ago with some little but perhaps eritical assistance 
from the United States, and there are now negotiations going on in 
Cairo with respect to a change in the status of the Suez Canal, where 
there presently are about 75,000 British troops. 


EFFORTS TO RESTORE PEACE 


The treaty under which they are there has been denounced uni- 
laterally, and I believe in any event would expire m 2 or 3 years. 
There are negotiations in progress at Cairo at the present time to try 
and find a workable solution of that problem. 

I believe that if we can help to bring about peace between Israel 
and the Arab States, and if we can help bring about a solution of the 
remnants of the colonial problem, then a foundation will be created 
which will permit that area again to become friendly and a solid 
basis of resistance to Communist effort. If those two things can’t be 
done, then the future is somewhat precarious. 
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Now, it is possible that developments might oecur which would, 
unfortunately, mean that it would not be worth while to use the money 
which is asked for by this bill, but we hope that through the help 
which would be permitted by this bill—and vou will partic ‘ularly note 
that this time we ask for a single appropriation for the entire area, 
which gives more latitude for negotiation—that we will be able to 
shift the trend there from one increasingly unfavorable to the United 
States and the free world to one which will be more reliable and more 
dependable. 


BACKGROUND OF FOREIGN AID ESTIMATES 


The CHarrman. This morning we had the benefit of Governor 
Stassen’s report on the procedures that were used to compute the fig- 
ures, and so forth, for foreign aid. I presume you engaged in part of 
that, too, did you not ? 

Secretary Duties. To some extent, yes. 

The CHarrman. And Mr. Humphrey also? 

Secretary Duturs. Yes. 

The Cuatmrman. Mr. Wilson? 

Secretary Duties. Yes. 

The CHarrMan. And was there general agreement as to evaluating 
the information ? 

Secretary Dutirs. There was total agreement. The matter was 
discussed not only between the diffe rent departments but it was dis- 
cussed on several occasions at the National Security Council, where 
the different persons that you mention were represented, and complete 
agreement on the matter was finally reached. 


COUNTERPART FUNDS 


The CaHamman. Do you know anything about the amount of the 
counterpart funds and what, if any, part “they play in this picture? 

Secretary Dutxes. I don’t believe I am very competent to answer 
that question. 

The CHamman. We have heard that those funds in the hands of our 
Government run up into tremendous sums. 

Secretary Dutixs. I think I can say in a general way, Senator, 
that under this bill there will be far more effective control of the 
counterpart funds than has been the case heretofore. There have 
come to my attention instances where I believe counterpart funds 
have been used in ways which might not be to the best advantage. 

The Cuamman. Senator Smith? 

Senator Smirn. Mr. Secretary, there are a few questions I would 
hike to ask you. 

GLOBAL BASIS OF PROGRAM 


Mr. Secretary, in your statement yesterday you said that the pro: 
gram had been planned on a global basis. Did you intend to distin- 
guish it this year from previous years? In other words, is this a 
different approach than we have had in the past? ITs it more global 
than it has been ? 

Secretary Dutxxs. I believe it is more global in the sense that there 
is a better balance to the program and a more complete recognition 
than has been the base heretofore, that the different parts of the world 
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were interdependent and that a program just, for example, for Europe 
or primarily for Europe might collapse if it was not supplemented by 
a program for Asia. 

I think that has been recognized more fully in this bill and in the 
thinking that underlies it than has been the case heretofore. 


SHIFT OF EMPHASIS 


Senator Smirn. Certainly, the figures that Mr. Stassen gave us this 

morning and the comparativ e charts from last year and this year indi- 

cate a larger proportionate amount for the Asiatic picture than for 
the western European picture. 

Secretary Duties. Yes, sir; a considerable proportionate shift at 
the present time to the Far East particularly. That is the area, of 
course, where actual fighting is going on at the present time and 
where there are very great dangers which, if they are not averted, 
will have a serious effect upon Europe itself. 


SCOPE OF PROGRAM 


Senator Smiru. Would you say for the record that all areas of the 
world are being considered by us now wherever the need may be, in 
light of this Communist menace ? 

Secretary Duties. Yes, sir. 

Senator Smrru. The whole area? 

Secretary Duties. The whole area. 

Senator Smrrn. Are there any areas or countries covered by this 
program which were not previously covered ? 

Secretary Duties. I think that probably under the earlier bills and 
under the discretionary authority and the shifting authority, the 10 
percent shifting authority. it would have been possible to touch at least 
all of the same areas that are contemplated here, but insofar as the 
use of the funds is indicated under the different titles, this bill shows 
a more balanced use of the funds than has been the case heretofore. 


PROVISION FOR JAPANESE POLICE RESERVE 


I am reminded that there is one provision which comes in here for 
the first time of funds to supply the police reserve, the Japanese Na- 
tional Safety Forces, with some equipment. Actually, they were 
loaned some of that equipment before, but it was then done directly 
through the Army. Now that the Japanese Peace Treaty is in force, 
it comes in as a new provision. 

Senator Smiru. I refer back to Europe now. We have been very 
much interested, of course, in the EDC and in the ratification of the 
EDC treaty. Is there anything more you can think of that we might 
do to speed that, instead of just permitting it to travel just under its 
own steam ? 

EUROPEAN DEFENSE COMMUNITY 


Secretary Dutues. I believe that it would be very desirable if the 
report of this committee and of the Foreign Affairs Committee of the 
House should both emphasize the great importance which is attached— 
if I am correct that you do attach it—to that development. 
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I doubt very much whether measures which would be looked upon 
as coercive would be desirable or would actually promote the end that 
we want. As I pointed out in the statement which I made yesterday, 
the problem that we face now is a problem of the parliaments, and 
not a problem of the governments as distinguished from parliaments. 

The leaders of the Governments of France, Italy, Germany, the 
three Benelux countries, are just as eager, 1 can assure you, as any of 
you are to try and put that thing through. 


ADMINISTRATION CONSULTATION WITH ALLIES 


Now, that wasn’t the case perhaps 2 or 3 months ago, but as a resuit 
of the trip which Mr. Stassen and I took to Europe for that purpose— 
we left, you may remember, on the 30th of January, which was just 
10 days after the administration had been brought into power—with- 
out even awaiting the completion of our own staff work here at home 
we went over there to emphasize our great concern in that matter, and 
we talked to the leaders of all these governments. 

We did not talk to them in any sense in a coercive way, although my 
trip was, by some, represented as having that quality. We just sat 
down with them and went over the situation to see what solution there 
might be other than this, and the more we studied it and discussed it, 
the more they all came to realize that there was no other solution, and 
indeed unless EDC was consummated, they would face a situation of 
great peril and disintegration, and that it might very well lead to a 
Aero of the age-old rivalries between France and Germany and the 
old recurrent cycle of war there. 





GERMAN PARTICIPATION 


Senator Smirn. Is this the only immediate way we see of bringing 
Germany into the picture? 

Secretary Duxues. That is correct. That is the only way to bring 
the German military force into being and to integrate it with that 
of France so that it will not be a rival national force. 

Now, following that visit, the interest in the thing was revived and 
those leaders of state, men like de Gasperi, Adenauer, Mayer—the 
latter two were here and you perhaps talked with them yourself—I am 
convinced they are doing everything humanly possible to try and get 
this thing through. 


CHANCELLOR ADENAUER’S ATTITUDE 


There was an unfortunate setback in Germany in the Upper House, 
but I am told that Chancellor Adenauer believes that a way can be 
found to overcome that shortly. 

Senator Smirn. He seemed very optimistic when he was here, as I 
remember it, in talking to him. 

Secretary Duties. Yes. He was a little more optimistic, perhaps, 
than the facts justified, but you are dealing here with parliaments, 
and you gentlemen know some of the difficulties that are involved in 
that, not only parliaments like ours which represent a two-party 
system, but parliaments that represent 3, 4, 5, or 6 parties. 
perenne Smitu. Of course, there were problems in the United States 
then. 
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U. S&S. AND EDC 


Secretary Dues. It is a very difficult thing. I am convinced, 

a result of a very thorough study of the matter and from conversa- 
tions, that they are doing all they possibly « can, and I don’t believe 
that it will help if we attempted to be coercive in that matter ia 
the sense of making ratification of EDC mandatory as a condition 
of getting any help ‘from the United States. I think that that would 
be resented. 

Parliaments are pretty sensitive about these matters, and as long 
as we have got the governments working for us, I believe whole- 
heartedly, working for EDC wholeheartedly, I think we had better 
be a little bit patient for a little bit longer. 

Senator Smrrn. I agree with that, but I wonder if we took the other 
tack and made some inducements to the EDC—for example, would it 
be feasible and desirable to make our contributions to EDC as such, 
rather than to the individual countries that contributed to EDC? 

Secretary Duties. The trouble is there isn’t any EDC at the present 
time. 

INTERNATIONAL “HONEY” 


Senator Smrrn. I simply mean it might be helpful to indicate when 
and if it comes into being, we are ready to go along and give it some 
backing. That wouldn’t be coercive; that would be just the reverse. 

Secretary Dutxes. That would be our purpose, that once there is 
EDC, that the money for those countries should go to EDC and not 
to separate countries. 

The Cuarrman. That is what you call international “honey. 

Senator Smiru. Well, now, I have another line of questions which 
I am very much interested in. I lone seen you quoted recently with 
regard to the whole question of East-West trade. 


EAST-WEST TRADE 


What would be the effect if there was a cessation of East-West 
trade on Europe’s need for United States assistance? In other words, 
can we use the United States trade lever to help put a little pressure 
on the Far East situation and try to bring Korea to a spe edy con- 
clusion by putting a little economic heat on that situation? What 
weuld the effect of that be on Europe? Would it be dangerous for 
Europe if we took that position and made it a policy ¢ 

Secretary Duties. I think you have got two separate problems. 
One is the East-West trade in E urope, which is very largely between 
some of the European countries and satellite countries, suc ch as Pol: ind, 
who sends coal, and so forth. 


EUROPEAN TRADE 


There is a European trade of the dimensions of around $800 million 
a year both ways, and it is our present thinking at least that it would 
not be desirable to try to cut that trade off. It would impose upon us 
a very heavy additional economic responsibility, I think, if we tried 
to cut that off. It would either mean a very sharp decline in the 
economic conditions in those countries or we would have to com- 
pensate by increased aid from ourselves. 
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And furthermore, I believe that that kind of trade can be definitely 
to our advantage in particularly awakening the satellite countries to 
the possibilities of closer relations with the Western countries as 
against what they can get through their present relations with the 
Soviet Union. 

I am told that in several of these countries today; for example, 
had a talk recently with our Ambassador to Hungary who is here, 
and he said that there was a very great desire on the part of Hungary 
to have closer relations with the West of an economic character and 
to lose even its economic dependence upon the Soviet Union, and I 
believe that in that area trade can be an advantage, and that prob- 
ably under present conditions we should not attempt to cut off that 
trade. 

STRATEGIC MATERIALS 


Of course, we do provide under the Battle Act that it shall not take 
a form which will involve giving the Soviet Union or any of her 
satellites articles of strategic value such as actual war material and 
things of that sort. 

Senator Smiru. Some of us, of course, are bothered by the thought 
that almost any article today is of some strategic value. 

Secretary Duties. Yes, that is quite true, but by the same token you 
might say what we get from them is of strategic value to us. 

Senator Smiru. I wasn’t thinking, frankly, so much of the East 
West trade in Europe as in the Far East. 


TRADE WITH CHINA 


Secretary Duties. You are coming to the China situation, which is 
a different situation. There I believe that we ought to do everything 
possible to subject China to the maximum of economic strain in order 
to penalize her for her aggression, and make her repent of her ways 
and to give up aggression, if that is at all possible, and it is the policy 
of the State Department to try to eliminate trade with China, par- 
ticularly in terms of the more important strategic materials to the 
maximum degree that we can. 

Of course, the United States itself has cut off all trade with China, 
and we are increasingly getting agreements with other maritime coun- 
tries, British, French, the Greeks, and others, which are steadily cut- 
ting down on China trade. 

So far we have not thought it wise to attempt to inaugurate a block- 
ade, a naval blockade, of China. There are a good many problems in 
the way of that which I prefer not to go into at this particular session, 
but, short of that, we are dependent for the best results upon negotiat- 
ing pressures of one sort or another, which we are trying to exert. 

We have made very considerable progress and we expect that more 
progress is in sight, we think. 

Senator SmirH. Couldn’t we make more progress in getting our 
allies, and especially our good friends, the British and French, to join 
with us in common policy of gradus ully tightening up that pressure ? 

Secretary Duties. They have been moving in our direction in that 
respect, not as rapidly as we would like, but at least it is somewhat 
encouraging. 
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FOREIGN POLICY OF UNITED STATES AND ALLIES 


Senator Smiru. It seems to me we are very much embarrassed by 
the fact that we haven’t got a common policy in the Far East. 

Secretary Duties. Basically it is, of course, unfortunate, and to 
an extent unnatural, that our policies should diverge so greatly that 
they recognize and we do not recognize the Chinese Communists. 

l wedi eens that that situation could be ch: inged, but it is not in 
prospect, I must say, at the present time. 


TOTAL NATURE OF COMMUNIST MENACE 


Senator Smiru. I have been wondering whether the Laos incident 
would indicate to our allies the total nature of the Communist front 
which is dictated, of course, by Moscow. First there was Korea, now 
Laos. It appears that they are going to carry that right on until 
they are called to some kind of an abrupt halt by a close alliance of 
our group, and by a little more heat being put on them by all the Allies, 
which shouldn’t be split over differences of opinion as to recognition, 
and so on. 

Secretary Duties. Well, that is the view which I myself hold, as 
you know, very definitely, but it is not a view ee our European 
allies have yet come to. ‘They are, you might say, isolationists in the 
sense of seeming to believe that their own sales in Europe can be 
assured irrespective of what happens in Asia. 

Senator Smirn. Well, I think it is very important for us to get 
those things in the front of our thinking, because, in my opinion, we 
are terribly handicapped by the lack of a common policy with those 
who ought to be our best friends and whom we have been trying to 
help. I think we need their help in dealing with this Korean situation 
and this Laos situation by a common front with these economic 
pressures. 

EXTENSION OF RECIPROCAL TRADE AGREEMENTS 


One more subject, Mr. Secretary. You have been discussing with 
the House the Reciprocal Trade Agreements Act, and suggestions 
have been made by the administration that we continue the present act 
for a vear, and, in the meantime, give careful study as to the impact 
of that and its development on our own situation at home. 

Do you want to elaborate on that subject at all, so we can get the 
record clear on it? 

Secretary Dutxes. I took the position, which is the administration 
position, which I fully share, the view that it would be a very great 
mistake at this time to take action which would substantially increase 
tariff rates, or seem to presage such a policy for the future. 

We believe that that matter should be studied in all of its aspects 
and its bearing upon other parts of our program, such as our program 
for economic relief which we are try ing to cut off. 


MAINTAINING NATO UNITY 


It is not possible to maintain the unity which is reflected, for ex- 
ample, by NATO, which already repr esents a very important element 
in our own defense planning, if our economic policies are such as, 
for example, simultaneously to expect a big military effort, to cut 
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off their trade with us, to continue their imports from us, to cut off 
trade with the Soviet world, and get along without any economic aid. 

If we do all of those things, it is just utterly impossible to preserve 
anything lke the unity and strength that is now represented by 
NATO. The whole thing, in my opinion, would collapse if those 
things happened. 

All of those things are interdependent. We are starting, through 
the program now before you, to try to get away from str: aight economic 
aid. We had discussions about that, particularly with the British and 
French, when we were in Paris 10 days ago. 

There was a certain amount of dismay when we first indicated the 
way we were thinking. As I think I sad in this statement, their mood 
is not one which is proof against what I might call multiple shocks. 
We have got to move carefully here to adjust the situation. 


PROTECTING UNITED STATES INTERESTS 


Now, I have no doubt that there may be certain industrial and 
agricultural situations in this country which may be entitled to more 
protection than they are now getting. I think that some of those 
things can be worked out on a pretty reasonable basis and with the 
understanding of the other countries, if we go at it in the right way, 
but we have got to go at it cautiously and in a way which gives us 
time to sit down and discuss the problem. 

One of the matters I know which has been up in the past has been 
the question of imports of tuna fish from Japan. Well, it is a difficult 
problem to deal with. I don’t know what the present status of it is. 
I haven’t checked up, but I know at one time at least the Japanese 
were quite willing to put on limitations themselves on the amount of 
tuna fish that would be exported to this country, so as to keep it within 
limits which would not be seriously disruptive to our own tuna fish 
industry. 

Senator Smirn, I remember the conversations we had last fall on 
that. 

RESPONSIBLE UNITED STATES LEADERSHIP 


Secretary Duties. There are a good many ways of handling this 
thing if we go about it in ways which are considerate, which take into 
account all the facets of our international problems and whereby we 
are allowed to have time to sit down and explain our problem to our 
friends so that they realize that we are not just asking in an abrupt 
unilateral, reckless way. 

If they think we are going to act that way, then they will feel that 
they cannot safely identify their own destiny with ours, and they may 
have to find some other way to get along in the world. 


POSITION OF ALLIES IN UNITED STATES MARKET 


Senator Smirn. It might be well for us to explore the economic 
position of our allies in the light of giving them some hope of earning 
more dollars in our markets, as a possible inducement for them to join 
us more enthusiastically in an overall program in the Far East, an 
area where they feel they have to carry on this trade to keep their 
economic life alive. 
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Thank you, Mr, Chairman, 

The Cuamman, Senator George? 

Senator Groree. Mr. Secretary, you told the chairman there was 
authority under this bill to provide for additional military aid and 
assistance to Indochina ? 

Secretary Duties. Yes, sir. 


AUTHORITY FOR AID TO FRENCH IN INDOCHINA 


Senator Grorgr. Is that true with respect to the carryover, previous 
appropriations made? Is there authority now out of the carryover 
or the unexpended balances of 1951, 1952, and 1953, to do that same 
thing ¢ 

Secretary Duties. There is authority up until June 30. Is that 
what you are referring to, or are you asking whether the present 
authorit y will carry on ‘bey ond June 30? 

Senator Groror. Is there present authority, without passage of this 
bill, to step up military assistance to the French in Indochina? 

Secretary Dutixs. Only within the limits that are provided by this 
bill, I understand. 

Senator Grorcg. By this bill ? 

Secretary Dutirs. Yes. 


UNEXPENDED BALANCES 


Senator Grorcr. I was asking with respect to the unexpended 
balances, whether or not there is authority. 

Secretary Du.ies. That is a pretty complicated question for me. 
I am sure it isn’t for you, Senator George, as you are so familiar 
with these matters. 

I am told that in general the presently authorized funds will expire, 
to the extent that they are not committed, by June 30, but that there 
is under his present bill a proposed carryover of authorized but un- 
committed funds which might run to somewhere around three or four 
hundred million dollars. 

Senator GrorGr. This bill, of course, would carry authority to use 
those unexpended balances ¢ 

Secretary Duties. Yes. 


EXISTING AUTHORITY FOR ADDITIONAL BID 


Senator Grorér. I think that is clear from this bill, but without the 
passage of this bill I had the impression that an immediate stepup 
out of unexpended balances, prior appropriations, could be had in the 
form of additional aid to Indochina, and perhaps Thailand. I was 
going to ask about that next. I may be in error about it. 

Secretary Duties. No, I don’t think that you are. 

Article 548 of the pending or proposed bill provides: 

The unexpended balance under each paragraph of title III is hereby author- 
ized to be continued available for its original purposes through June 30, 1954, 


and may be consolidated with the appropriate fiscal year 1954 appropriation made 
for the same general purpose under the authority of this act. 


I don’t know whether that is the answer to your question or not. 





nt” See 
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Senator Grorer. I think that would answer one phase of it—that 
dealing with assistance under this act. My inquiry, however, related 
to the present authority without this act. 

Secretary Duuxes. I know that there is the authority and the funds 
to take action to provide additional military end items, ammunition, 
and the like, to this area, including Thailand, under the present law. 
At least, I have been so advised, 


“GENERAL AREA” PROVISO 


Senator Grorcr. Well, suppose it should be thought wisely pre- 
cautionary to build up a stockpile of vital materials in Western Germ- 
any, Berlin for instance. Could the unexpended appropriations of 
prior years now be used without the aid of this bill, for that purpose, or 
is it a matter that you have looked into? 

Secretary Duties. I have not looked into it. 

Senator KNow.Lanp. Mr. Chairman, I wonder if Senator George 
would mind an interruption at this point. 

Isn’t it covered by the fact that the language in title III provides: 

In order to carry out in the general area of China, including the Republic of 
The Philippines and the Republic of Korea, the provisions of subsection (a)— 
et cetera, and certainly I would think that that language would be 
sufficiently broad that Thailand, Laos, and Cambodia, and Vietnam 
would be included in the general area of China. Having had some re- 
sponsibility for suggesting that general area language in the prior 
bill, I would certainly think it was broad enough to meet the situation 
in southeast Asia. 

Senator Grorce. Without the assistance of this bill ? 

Senator KNowLanp. Yes. 

The President would have ample authority under the existing act. 


STOCKPILING VITAL MATERIAL 


Senator Grorce. Yes; I had the impression that out of the unex- 
pended balances, immediate action might be taken to step up military 
assistance to Indochina and Thailand. I would think also, unless I 
um mistaken, that President would have the authority to build up a 
stockpile of vital materials in Berlin. 

Secretary Duties. That has been done and is being done to a con- 
siderable extent. There has been quite a considerable stockpile of food 
and fuel in Berlin, and there is now underway a pretty substantial 
program of stockpiling so-called industrial goods in Berlin so that it 
would be able to survive a renewal of the cutting of communications. 

Senator George. That is what I had in mind. 

Secretary Duties. The President during the last few days took 
action to authorize the commitment of a substantial existing sum out 
of the present authorization for that very purpose. 

Senator Grorce. That is out of the present authorization ? 

Secretary Duties. Yes. 

Senator George. That is the answer to my question. I have no 
further questions. 

Secretary Duttes. I might say I am told that a letter is coming 
down to your committee on a confidential basis is a day or two, which 
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will cover the Berlin situation to which you referred, and which I 
mentioned. 
50-PERCENT-SHIPPING CLAUSE 


The Cuarrman. Senator Fulbright? 

Senator Futsrient. Mr. Secretary, would you have any objection 
if the Congress should see fit to strike out the requirement that 50 
percent of the material shipped under the authority of this act be 
shipped in American ships? 

Secretary Duties. Would I have any objection ? 

Senator Futsricur. Would the administration have any objection ? 

Secretary Duties. I don’t know. I can’t speak for the entire ad- 
ministration, but as far as I am concerned I would not object. 

Senator Futsrient. If they should not object, it would amount to 
a net decrease. I mean, it would enable you at least to set that much 
less in the appropriation, wouldn’t it? The effect of that is simply 
a domestic subsidy under the guise of the Mutual Assistance Program, 
isn’t it? 

IMPROVING RELATIONS WITH ALLIES 


Secretary Duties. From the standpoint of international relations, 
which is my concern, I would see no reason why it shouldn’t be stricken 
out. 

Now, there are other concerns which are the primary responsibility 
of other branches of the administration, and I can’t speak for them. 

Senator Futsrient. I meant to confine it to international relations 
and your responsibility. 

It seems to me as far as relations are concerned with many of these 
people with whom you must try to be on good terms, it would be 
greatly improved by having that stricken out. 


BALANCING IMPORTS AND EXPORTS 


On this question of trade, do you see any possibility or probability 
of balancing our payments with the rest of the world without relaxing 
our restrictions on imports of goods into this country. I mean, of 
course, balancing without gifts. 

Secretary Duttrs. I can see possibilities. No one can be sure 
whether those ponplieiiities are theoretical or actual. It is a very 
difficult field to be confident in. 

I have always had the feeling myself that to some extent the excess 
of our exports over our imports could be covered, and is today covered, 
to a considerable extent by so-called invisible items. There are a good 
many items, of course, in the way of tourist travel. Of course, that 
cuts both ways. 

I believe today your American tourist is spending about somewhere 
around $800 million a year, and there is a counter item of three or four 
hundred million dollars perhaps the other way, so there is a net balance 
of around $400 million. 


METHODS OF ACHIEVING TRADE BALANCE 


I believe that offshore procurement can be used, and we do intend 
to use it under this bill if it passes, so that we will be getting goods 
abroad of a kind which don’t 


have to be imported into the United 





: 





MUTUAL SECURITY ACT OF 1953 9] 


States or be competitive with American goods, because they will be 
manufactured abroad and used abroad for our Armed Forces abroad, 
in Japan and in Germany, and in places of that sort. 

I believe that a healthier situation would exist, and I am sure you 
would agree on this, if there was a greater economic unity in Europe 
so that there was a greater exchange of goods and a broader market 
there, which would to some degree cut down the present dependence 
of these countries upon the United States market. That would im- 
prove the situation, I believe, to some extent. 


CURTAILING UNITED STATES EXPORTS 


Senator Futsrieut. I believe it would improve their situation, as 
well as create a stronger economy there, but I am thinking about our 
selves. If they should develop other sources for many of these raw 
materials, our own export industries are the ones who are going to, 
suffer. 

Secretary Duties. The result of that might be a curtailment of our 
exports. 

Senator Futsricutr. That is exactly what it would mean. 

Secretary Duties. One of the difficult problems and the kind of a 
problem which this Commission the President recommended will pre- 
sumably study, is the relative importance to our economy of our im- 
ports against the possible damage to exports. 

Senator Futsrieutr. That is the solution to our problem. We want 
to maintain our exports, don’t you think? 

Secretary Duties. Yes; I do. 


POSSIBLE EFFECT OF DECREASING UNITED STATES EXPORTS 


Senator Futsricur. If we decreased our exports, these people would 
have to trade with the Communists, wouldn’t they? Where else 
could they trade / 

Secretary Duties. Well, that is the danger if for financial reasons 
they have to cut down the imports from us, the things that they need, 
they may turn elsewhere to get them. 

Senator Futpricur. They would have to. Some of them are living 
right on the borderline. They don’t have much to goon. They have 
either got to trade with us or the Communist bloc. 

Secretary Duties. That is one reason why, as I indicated in my 
previous answer, I think, as far at least as Europe is concerned, we 
must be tolerant of a certain amount of East-West trade there, be- 
cause if we were successful in getting our European friends to cut 
that off entirely, we would almost have to compensate in some way 
by more aid from the United States. 


TRADE AND NATIONAL SURVIVAL 


Senator Futsrieut. That is exactly the point I was leading to. It 
seems to me that this country is not very well educated about it. They 
ie the slogan that our allies ought not to engage in trade with 
the East because it seems to put it in the framework of being unpa- 
triotic, or disinterested in coor erating. 
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It is largely a matter of survival, isn’t it? Our allies have got to 
trade with somebody, and if we won't trade with them they will be 
forced to trade with these people. 

A specific case was brought to my attention involving a small fac- 
tory in Austria manufacturing material that might or might not be 
completely strategic. We asked them to close it down, although it 
meant unemployment and complete loss of productivity of the fact tory 
in that little country. If we are unable to meet their need, how can 
we continue to insist that they not trade with anybody else? The al- 
ternative is to give or to buy, isn’t it? 

Secretary Duties. Yes, sir. 

Senator Futsricut. I think there is lack of understanding of that. 
These people aren’t trading with the Communists just because they 
love the Communists. It is because they have got to live. They 
have got ot eat, like other people, don’t they? 

Sec ‘retary Duties. Yes. 


JAPAN’S TRADING POSITION 


Japan, of course, is a very outstanding example. You have the 
rather unnatural spectable of the Japanese importing coke, coal and 
iron ore in vast quantities from the United States, largely still today 
in foreign shipping because their own merchant marine is not yet 
fully restored, at prohibitive costs, because their normal sources of 
supply and the normal markets are gone. It is a very difficult situa- 
tion and, of course, if Southeast Asia should go, their plight would 
be even worse. 

fRADE VERSUS AID 


Senator Futsrienr. That is what I meant. I agree that it is a 
very difficult one and it is going to cost us one way or another. 

Isn’t it a question of ev valuating which over the long period is the 
lesser of two evils, whether you continue to give aid, or we accept the 
evil that you pointed out? 

It is a difficulty, and I don’t minimize the difficulty, but there isn’t 
any easy way out, and while I certainly don’t advoc ate all of a sudden 
letting down the bars, we must move in that direction if we are to 
have a permanent alliance with these people. I don’t believe we 
want to continue the aid and I don’t think they like it, either. They 
would prefer the other, wouldn’t they ? 

Secretary Duties. Yes, sir. 

Senator Fuurrient. I agree it is not an easy solution, but it seems 
less evil than the continuation of economic aid. 


OFFSHORE PROCUREMENT 


You mentioned offshore purchases. They are all right as a tempor- 
ary thing. I wouldn’t assume that you contemplate that as a perma- 
nent program to any great extent. It might be all right for products 
such as special aircraft, but I wouldn’t think that that, in itself, would 
be the solution. 

Secretary Duties. Well, it can contribute a considerable item to- 
ward a solution. 

Senator Futprienr. A contribution. 
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Secretary DULLEs. You can very easily see how you can advantag 
eously buy several hundred million doll: ars’ worth a year in the form 
of offshore procurement. 


GOLD AND FOREIGN EXCHANGE 


Senator Fuusricgnr. We have been running a surplus of about five 
billion. I hadn’t seen that figure this morning. In spite of all the 
ald we gave last year, we still took $500 million more worth of gold. 
ven after a check and count we have still got twenty-two or twenty- 
three billion dollars down there, and that is a very bad thing. It af 
fects the central banking systems of all of our friendly countries. It 
creates further problems i in terms of insecurity and instability in those 
countries. 

I had been under the impression until this morning that we had 
quit taking gold from these countries, but apparently that is continu- 
ing. 

I believe that is all, Mr. Chairman. 

The CHarrman. Senator Knowland / 


GRAVE COMMUNIST THREAT 


Senator KNowLanp. Mr. Secretary, going back to this situation in 
southeast Asia, is it the opinion of the State Department, that the 
fall of Vietnam, Laos, and Cambodia, will strengthen international 
communism and further endanger the balance of southeast Asia ? 

Secretary Duties. Yes. 

Senator Knownanp. And is it the judgment of the Department of 
State that the loss of all of southeast Asia, including those countries 
that I have mentioned, plus Thailand, Burma, and Malaya, would 
in turn greatly endanger the balance of Asia, including India and 
Pakistan ? 

Secretary Duties. Yes: and Indonesia. 

Senator Know.anp. Is it the judgment of the Department of 
State—I understood the testimony heretofore was to that effect— 
that if all of the balance of Asia should go into the hands of inter 
national communism, that it would be very difficult for Japan to 
maintain herself economically ? 

Secretary Duties. Yes, sir. 

Senator Knowtanp. And probably politically ¢ 

Secretary Duties. Yes, sir. 


UNITED STATES REACTION TO THREA'! 


Senator KNow.anp. Then, Mr. Secretary, wherein does this Gov- 
ernment and those who purportedly are associated with us draw this 
line as to the loss of these countries? 

Apparently, according to the press dispatches, the Communist 
Vietnam forces are m: aking considerable headway against Laos. 
There are some reports that they may have already entered Cambodia. 

The Minister of Thailand to this country has expressed his concern 
that his own nation may be in danger. I was wondering just when 
we get to the point where either ourselves or our associates in the 
United Nations will take a realistic point of view of the fact that the 
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war which has been going on in Korea is not only continuing in South- 
east Asia but is expanding in Southeast Asia. 

Secretary Duties. Well, I can only say, Senator Knowland, that I 
fully share the concern which you express, and that the United 
States Government is taking such measures as seem now to be appro- 
priate to meet the situation. 

I cannot discuss here what those measures are or what is in con- 
templation. I want to make clear that as far as the State Department 
is concerned, we do take a very grave view of the situation. 


CHALLENGING COMMUNIST THREAT 


Senator Knowtanp. My only concern, Mr. Secretary—and I realize 
that we cannot go into the full details as to what policy this Govern- 
ment or its associates may have—but it does seem to me that 
the time is rapidly arriving when the American people and the people 
of the free world have got to have some definition as to how far this 
process goes on until it is effectively challenged. 

Otherwise we can be discussing mutual-aid bills a year from now, 
when most of Asia has been lost. The Communist theory is that once 
they can consolidate their power in Asia, the job of overwhelming 
Europe will be relatively easy. I don’t want to be debating that sub- 
ject here a year from now after most of Asia is lost. 

Secretary Duties. You know, I think, my views about that sub- 
ject, Senator Knowland. I have in the past written about it and 
spoken about it. 

COMMUNIST IDEOLOGY 


I have repeatedly pointed out that Stalin has taught, and it is the 
accepted Communist doctrine, to qnote from Stalin, “the road to vie 
tory in the West lies through revolutionary lines through the people 
of Asia.” 

That is a fact which the Western World seems to have been quite 
blind to. I don’t think that you can say or would say that I personally 
have been blind to it, because the record is quite clear, I think, to the 
contrary. But it is one thing to hold those views and it is another 
thing to make them generally accepted on an international basis, 
even when one has the advantage of holding the position of Secretary 
of State, if you call it an advantage. 


PEACE WITH HONOR 


Senator KNowianp. Mr. Secretary, the President made a very fine 
speech before the American Society of Newspaper Editors, which was 
widely acclaimed by the American people and by the people of the 
free world. In it he pointed out very clearly that we are prepared to 
negotiate peace with honor on honor able terms, but that it is time for 
the Soviet Union to show by deeds and not by words that they want 
that type of a peace with honor. 

Now, so far as I have been able to see, they have not demonstrated 
by deeds that they want such a peace. To the contrary, acting through 

satellites. the Communist Vietnamese and others have apparently 
thrown the challenge into the teeth of the President, and are contin- 
uing with their aggression in Southeast Asia. 





MUTUAL SECURITY ACT OF 1953 Q5 
COMMUNIST THREAT AND POSITION OF ALLIES 


And if our so-called allies don’t realize the facts of life as they 
exist, why, it becomes a question in my mind as to how long we tie 
the hands of this Government and our foreign policy before some 
steps are taken to meet that situation. 

Secretary Duties. Those observations are very pertinent. 

Senator KNow1anp. I just recall a few years ago we waited for the 
dust to settle in China, and the dust settled and we lost 450 million 
people who had been our friends and allies in two world wars, and I 
hope that we are not going to allow the dust to settle in Southeast 
Asia until we have lost the balance of Asia. 

Secretary Dunzes. I share that hope. 


KOREAN RECONSTRUCTION 


Senator KNowLanp. I have one question directed to page 8 of the 
bill. On line 6, would the Department have any objection to adding 
after the words “making contributions” the word “either”; and then 
at the end of “Korean Reconstruction Agency” adding the words “or 
for such other Korean rehabilitation aid as the President may de- 
termine”, 

As I read the language in that particular section, these funds for 
rehabilitation would only be made available to the United Nations 
Korean Reconstruction Agency. I could foresee a situation where the 
United Nations in its General Assembly or Security Council might 
vote to divide Korea at the 38th parallel. 

I don’t believe any such decision would be acceptable to the Republic 
of Korea. They might, quite properly, both resent and not welcome 
the United Nations agency there under those circumstances. 

I would not want the President to be foreclosed, if that situation did 
develop, for these rehabilitation funds to be made available to the 
Republic of Korea by either the United States doing it itself or doing 
it in conjunction with the Korean Government, and I shall offer such 
an amendment at the proper time. In the meantime, I would like the 
Department to be advised. 

Secretary Duties. My first reaction is, we see no objection to that, 
but since this bill is a joint product, I wouldn’t want to commit myself 
until I had heard the views of others who helped in the drafting. 

Senator KNow.Lanp. That is all, Mr. Chairman. 

The Crrarrman. Senator Gillette. 


AVAILABILITY OF FUNDS 


Senator Guerre. Mr. Chairman, there are 2 or 3 things I want to 
usk the Secretary about. The first is this: 

I am not quite clear on the matter of availability of funds. Under 
the present Mutual Security Act, all authority expires June 30, 1954, 
unless by concurrent resolution Congress shortens the time. All au- 
thority expires. 

In the present act, the proposed amendment provides for $995 mil- 
lion for the fiscal year 1954, commencing at the time the act expires. 
Of course, there is a provision in the bill for an extension of the au- 
thority for 4 more years, from June 30, 1954, to June 30, 1958, if we 
passed it in that form, but there are no funds that you are asking for 
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now for 1954, even if authority is extended, that will be available 
until June 30, 1954. 
UNEXPENDED BALANCES 


Now, in the period between now and the beginning of fiscal 1954, 
what do you have available for the purposes set out in this proposed 
umendment? Do you consider that the sum you are asking for is for 
the 1954 fiscal year, which commences next month on June 30 ¢ 

Secretary Dutirs. That is correct. 

Senator GrtLerre. Now in addition to that, the present act provides 
that for fiscal year 1953, which ends next month, there is to be available 
not to exceed $564 million-plus, as well as the carry over from former 
appropriations which will be only available until June 30 next. 

Now isn’t it correct that all funds that are carryovers cease to be 
available next June 30% The concluding paragr: aph of title IIT, sec 
tion 301 of the original act, which was quoted in part by Senator 
Konwland reads: 

There is hereby authorized to be appropriated to the President for the fiscal 
year 1953 not to exceed $564,807,500, to carry out the purposes and provisions 
of this section; and in addition unexpended balances of any appropriations 
heretofore made pursuant to this section are hereby authorized to be continued 
available for their original purposes through June 30, 1953, and to be con- 
solidated with the appropriation hereby authorized. 

Now, as I understand it, the availability of those funds ceases next 
month. 

EXTENSION OF AVAILABILITY OF FUNDS 


Secretary DuLues. Section 548 of the new bill, to which | referred 
in response to Senator George, provides that the unexpended bal- 
ance under each paragraph of title III, and so forth, of the Supple- 
mental Appropriation Act of 1953, is hereby authorized to be con 
tinued avaliable for its original purposes through June 30, 1954. 

Senator Gitterre. And is it your opinion that that |: anguage extends 
the availability of previous funds that would expire in 1953 

Secretary Duties. That is my opinion, yes. I may say that this 
actual bill was only drawn 2 or 3 days ago. " The Director for Mutual 
Security had the primary responsibility for the legal drafting of the 
bill, and I don’t speak to this bill with the familiarity which perhaps 
I should, because I just have not had time to master its technical 
language. 

Senator Gruterrr. Well, it is a technical matter to consider the 
language of prior bills as i ramen to this. 

Secretary Duties. I am quite sure that you will find as you go ahead 
through the technical people whom you will examine, a more ¢ omplete 
answer than I have been able to give. 


PURPOSE OF EXTENSION OF AID 


Senator Gitterre. The second matter I want to ask about refers to 
the general purpose of this extension of aid. I am referring to the 
original purpose of the legislation which is contained in the first. sec 
tion of the Mutual Security Act, which awe are amending here or 
seeking to amend: 


The Congress declares it to be the purpose of this act to maintain the sec urity 
and to promote the foreign policy of the United States by authorizing military, 
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economic, and technical assistance to friendly countries to strengthen the mu 
tual security and individual and collective defenses of the free world, to 
develop their resources in the interest of their security and independence and 
the national interest of the United States and to facilitate the effective partici 
pation of those countries in the United Nations system for collective security. 


U. N. COLLECTIVE SECURITY 


Now are any of these nations, Cambodia, Laos, or Vietnam mem 
bers of the United Nations? 

Secretary Duties. No, they are not. They were proposed for mem 
bership in the United Nations, but were vetoed by the Soviet Union. 

Senator Giutterre. And at the present time we could not carry out 
the purpose for which this Mutual Security Act was enacted into 
law ? 

Secretary Dues. I wouldn’t conclude that, because I don’t think 
that this act limits us to action through the United Nations or to 
members of the United Nations. 

Senator Gittetre. You don’t believe that it does / 

Secretary Duties. No. 

Senator Giuterrr. Then on what basis can we contribute this sort 
of military aid to those three states / 


OTHER MEANS OF AIDING FRIENDLY COUNTRIES 


Secretary Duties. Well, those are friendly countries which we are 
authorized to assist in order to strengthen the mutual security and 
collective defenses of the free world. 

Senator Gituerre. And the act reads: 
to facilitate the participation in the United Nations system of collective security. 

Secretary Duties. That is one of the purposes, but as I read it, there 
are a series of independent purposes. The provision about the United 
Nations does not qualify what precedes. In other words, we are en- 
titled to aid friendly countries even though they are not members of 
the United Nations. 

Of course, Germany, Japan, and Italy are not members of the 
United Nations. Under this act as it has been applied, there is, | 
think, no question from the standpoint of the legislative history and 
the factual operation under the act but what it is construed as appli 
cable to friendly countries, irrespective of whether they are members 
of the United Nations. 


AGREEMENTS FOR PROMOTING INTERNATIONAL UNDERSTANDING 


Senator Gitterre. Section 511 of the original act states: 


No military, economic, or technical assistance authorized pursuant to this act 
shall be supplied to any nation in order to further military effort unless the 
President finds that the supplying of such assistance will strengthen the se- 
curity of the United States and unless the recipient country has agreed to join 
in promoting international understanding and good will, and maintaining world 
peace. 


Has the President secured that commitment from these three 
nations ? 

Secretary Duties. Yes, I understand he has. 
Senator Gitterre. Well, do you know that he has / 
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Secretary Duties. Yes, I am told we do have such agreements with 
those countries. 

Senator Giuterre. That they will join or are going to join in inter- 
national understandings to promote world peace ? 

Secretary Duties. Yes, sir. 


AGREEMENTS FOR ACTION TO LESSEN INTERNATIONAL TENSION 


Senator Gutetrre. And also, have you or the President concluded 
agreements with them to take such action as may be mutually agreed 
upon to lessen the causes of international tension? Have they agreed 
to that? 

Secretary Dues. I assume that that is in the agreement, but that 
is a little guesswork on my part. I assume the agreement conforms 
to the act in that respect. 

Senator Gitterre. That is all, Mr. Chairman. 

Secretary Duties. I am told that it does. 

The CHarrMan. Mike Mansfield. 

Senator Mansrievp. Mr. Secretary, do we have a military mission 

1 Thailand? 
Secretary Duties. Yes. 


VIETMINH AGGRESSION 


Senator Mansrieip. Is it your belief that the present aggressive 
act of the Vietminh forces in Laos is a part of the plan which has 
been bruited about in the press for several months looking toward 
the creation of a state comprising parts of southern Yunnan and 
China, Laos, eastern Burma, and Thailand itself? 

Secretary Dutxes. Well, the action is certainly consistent with such 
a peepee. It is very speculative to try to read the mind of these peo- 


ple. I think the actual directing force is very largely in the Kremlin. 
Senator Mansrievp. Well, if that happens and aeasat forces 
move into Thailand, what is our policy going to be? I ask that ques- 


tion because I understand from the newspapers that the Vietminh 
forces have gone around the capital of that country and are now in 
the process of conquering the rest of it. 

if that brings them to the border of Thailand and they move into 
that country, that puts us into a pretty difficult spot. What are we 
going to do, allow the dust to settle there or take positive action to 
keep that part of Asia, which is tremendously important, from falling 
into the hands of the Communists? 

Secretary Duties. That is a question I don’t feel in a position to 
answer at this time, Senator Mansfield. 


U. N. AND LAOS AGGRESSION 


Senator MaNnsrietp. Mr, Secretary, again according to the news- 
papers you told the House Foreign ‘Affairs Committee this morning 
that the question of Laos was to be taken to the U. N. Is that correct? 

Secretary Duties. No. I told the House Foreign Affairs Com- 
mittee that we had had some conversations with the representatives of 
the associated states and with the French with reference to taking it 


to the U.N. 
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Senator MaNsFiELp. If we took it to the U. N. would it be on some- 
what the same basis that we took the case of Korea to the U. N.? 

Secretary Duties. It might be on somewhat the same basis. 

Senator Mansrietp. Now, Mr. Secretary, does the Department have 
any evidence of Communist infiltration either in personnel or material 
into Indochina, into Vietnam itself or at the present time into Laos? 

Secretary Duties. Communist infiltration ¢ 

Senator MansFieLp, Communist infiltration either in terms of per- 
sonnel or war material to Vietnam or to Laos. 


COMMUNIST CHINESE PARTICIPATION IN LAOS AGGRESSION 


Secretary Duties. You are referring, perhaps, to the participation 
of Communist China in that activity ¢ 

Senator MANsrieLp. Yes; and the Soviet Union. 

Secretary Duties. Yes. So far as I am aware there is no element 
of direct participation by the Soviet Union. However, there is evi- 
dence that the followers of the Vietminh so-called government have 
toa very considerable extent been trained and equipped in Communist 
China. 

They have gone into Communist China and received their train- 
ing and equipment, and then have come back as trained and equipped 
units, and it is forces of that kind who have been carrying on the 
war which has been going on now for nearly 7 years in Vietnam 
and which make up the columns which are now invading Laos, and 
some of which seem to be moving toward the border of Thailand. 


RUSSIAN PEACE TALK 


Senator Mansrtevp. It is a safe assumption to say that the present 
aggression in Laos compared with the sweet words of peace out of 
the Kremlin and the crack at negotiations in Korea indicate more 
than ever that the Soviets do not mean what they say when they want 
to engage in settlement of the world’s problems! 

Secretary Duties. I think that is a reasonable inference. Now the 
only consideration that I can think of to prevent it being an absolute 
conclusion is that operations of this sort sometimes are planned con- 
siderably in advance and sometimes get under way so that there is 
a time lag, perhaps, between the decisions of Moscow and operations 
im an area such as Indochina. 

I think it is an extremely charitable view to take that as the explana- 
tion, but it is the only one that I can think of which would prevent 
reaching the conclusion that it was a complete repudiation m deed 
of what they had been saying in words. 


MUTUAL ASPECTS OF AID PROGRAM 


Senator MansrieLp. Mr. Secretary, as Senator Gillette brought out, 
the MSA expires on June 30, 1954. We all know that aid can’t go 
on forever. What is this Government’s alternative to a continuation 
of the aid policy which we have been engaged in through the ECA 
and MSA for so many years? 

Secretary DuL.es. “When you say that aid can’t go on forever, I 
wala want to analyze that a little bit before I would agree with it, 








100 MUTUAL SECURITY ACT OF 1953 





A large part of this program is a program whereby we contribute 
to a common result to which others will contribute, and I believe 
that that type of aid, if you want to call it such, can go on forever, 
because that, as I pointed out in my statement vester day, i is the modern 
way in which people living in a community get the best protection. 
We each of us through taxes contribute tow vard a fire department, 
and that fire department is contributed to by, let us say, 10,000 people. 
Each of them in that way gets more protection than they would get 
if each one tried to provide his own fire protection. 


BENEFITS OF COLLECTIVE SECURITY 


It is the same way with your police force. I believe the system 
of contributing to a common security force is a system which can have 
and probably ‘should have a permanent place in our society. It is a 
modern, up-to-date way of doing these things on a basis which we 
can afford to do. 

You have already in Europe today a force which is very substantial, 
which is protective of 14 countries, and yet which not 1 of the 14 could 
possibly afford to maintain alone, even including the United States. 

That type of thing, I believe, is sound and constructive, and while 
I believe that the relative contributions can be somewhat shifted so 
that the European countries as they regain economic strength can con 
tribute more and we can perhaps contribute somewhat less. T would 
not look upon that as a situation which we necessarily wanted to termi- 
nate. I think there is too much value for us in it. 


DECREASING ECONOMIC AID 


Now when it comes to the system of what you might call economic 
aid, that we are trying to get away from. That kind of thing should 
not goon. It is abnormal. 

That type of economic aid is something which is to be used to tide 
over an emergency, but it should not be, in my opinion, a permanent 
part of our national policy or of any nation’s policy. 

There is always a place for charity, but the primary source of 
charity should be the individual gifts of people who can do what they 
please with their money. I don’t believe that governments should 
engage permanently in charitable operations, only | in operations which 
are the direct benefit of the people who pay the taxes. 

aaa at times for an emergency period you can use those funds for 

‘aight-out economic aid, because you do get indirect benefits back, 
but I believe we should try to get away from that as a permanent 
policy, if that is what you mean by “policy.” If that is what you 
mean by “policy of aid,” I would agree with you. 


ALTERNATIVES TO EAST-WEST TRADE 


Senator Mansrtevp. Mr. Secretary, there is a catch phrase going 
around now known as trade—not aid. At the same time we are trying 
to get some of our friends to cut out trading with the East altogether. 

Where are those people going to go to make up the markets they lose 
in carrying on their normal operations with countries behind the Tron 
Curtain, countries like Austria, Italy to a certain degree, West Ger- 
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many? They have normal trade channels to the East. If they give 
up that trade, where is the slack going to be taken up ‘ 

Secretary Duries. I have already indicated, Senator, that I do not 
think that we should push the effort to restrict that east-west trade in 
Europe, particularly with the satellite countries, beyond roughly the 
present limits which are defined by the so-called Battle Act, which ap- 
plies to certain types of material but which does not purport to re- 
quire a complete obliteration of that trade. 


COUNTERACTING COMMUNISM WITH TRADE 


As I indicated, I think that trade can be perhaps of greater ad- 
vantage to the free world if we use it right than it is to the Com- 
munist world, and can be set up as one of the attractions which may 
eventually tend to disintegrate the attractiveness of the captive world, 
the Communist world. 

I also pointed out that I think the situation in China is somewhat 
different, but the trade with China has already been very sharply 
reduced, and its further reduction would not, I think, have any serious 
economic consequences upon the countries to which you refer. 

Senator Mansrretp. One more point, Mr. Secretary. We all know 
what the result would be if Thailand and Laos fall. It means, of 
course, that Malaya and Indochina are going to be isolated to a certain 
degree. 

SIGNIFICANCE OF LAOS AGGRESSION 


It means also that the breadbasket for a great part of Asia is 
going to be lost, and that will bring about additional problems in the 
economy of Japan which at the present time is being sustained to a 
certain extent, as I understand it, by the war in Korea and by assist 
ance from this country. 

I know that you are taking into consideration all of these factors, 
and I know that you recognize at the present time that perhaps the 
struggle going on in Laos is of the greatest significance not only to 
southeast Asia, to all of Asia, Europe, and the rest of the world. 

That is all, Mr. Chairman. 


ENUNCIATING UNITED STATES INTENTIONS 


Senator Knowianp. Mr. Chairman, might I raise just one point 
here. Having in mind, Mr. Secretary, the speech of your predecessor 
at the National Press Club wherein he indicated that both Korea and 
Formosa are outside of our defense line, although not with the intent 
of reopening old wounds on that, I have always regretted that instead 
of saying what he did at the National Press Club, he did not say to 
the potential aggressors, “In the event of aggression we will take such 
action as our national interests require.” That would have left them 
guessing as to what might be done. I hope that now this Government 
will not foreclose the use of air or naval power in resisting aggression 
in Southeast Asia, if our national interests should require that that 
be used to stop further aggression. 

Senator Smita. May I ask the Secretary one question ? 
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JAPAN AND MUTUAL ASSISTANCE PROGRAM 


Mr. Secretary, we just referred to Japan briefly. I am wondering 
what our thinking is now with respect to bringing Japan into the 
mutual defense setup. I don’t see Japan mentioned in this program 
at all. Don’t we have any immediate contemplation for Japan? 

Secretary Duties. Yes; there is contemplation for Japan in this 
bill. I am told that the figure is restricted at the moment, but there 
is provision for a substantial sum with which to provide the police 
reserve of Japan with end items and also to provide some small naval 
craft. 

Senator Smirn. Of course that would be defensive. 

Secretary Dutxes. Yes; that is primarily for their home security. 

Senator Smirn. We have a security arrangement with Japan which 
the Senate ratified last year. 

Secretary Duties. Yes. 


JAPAN’S TRADE OUTLETS 


Senator Smrru. Now Japan’s economic situation is involved, too. 
Last year we had discussions with our economic leaders concerning 
where they were going to trade. 

Obviously now they can’t trade with Manchuria, with Red China, 
and there is a question of where they are going to get their raw ma- 
terials. Normally it would be the Near East and the area which is 
now in jeopardy. 

Therefore, I raise the question whether Japan isn’t in real danger 
if there is a collapse in Southeast Asia involving Indochina, Burma, 
and all those areas. 

Secretary Duties. Certainly the effect on Japan would be very con- 
siderable and very undesirable. 

Senator Mansrietp. Mr. Chairman, may I ask just one more ques- 
tion? 

SECRETARY DULLES’ ITINERARY 


Mr. Secretary, will you tell me which countries you plan to visit on 
your pending trip to Asia? 

Secretary Duties. If my health and strength permit, I shall visit 12 
countries. I am going first to Egypt, to Cairo where very important 
negotiations are going on at the present time between the British and 
Egyptians with reference to the Suez Canal. 

Then I shall visit most of the Arab countries and Israel, then to 
Pakistan and to India, and then on the way back to Turkey and to 
Greece, and then touching on the flight back to Libya. 

Senator Mansrietp. You won’t get a chance to go into Thailand? 

Secretary Duties. No. 

The CHarrman. Well, Mr. Secretary, we wish you Godspeed and 
hope that the wisdom from on high will be yours to resolve some of 
these conflicts. 

We realize that you face a difficult problem and that the Arab- 
Jewish situation is one that will test your mettle. Personally, I am 
sure that because of their religion the Arabs themselves are no more 
inclined to the Communist belief than the Christian people are. Any- 
way, you are leaving tonight, as I understand it. ' 
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Secretary Duties. No; I leave on Saturday. 

The CuatrmMan. Well, as I say, bon voyage and every good wish. 

Tomorrow at 10:30 a.m. we have Secretary of Defense Wilson in 
our Foreign Relations Committee, executive session. That will be at 
10:30 a. m., and in the afternoon we will have General Bradley at 


2:30 p. m., also executive session. 


The committee stands adjourned. 
(Whereupon, at 4:15 p. m., the committee adjourned, to reconvene 


at 10:30 a. m., Thursday, May 7, 1953.) 
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THURSDAY, MAY 7, 1953 


Unirep States SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
Washington, oT. 
EXECUTIVE SESSION 


The committee met, pursuant to call, at 10:50 a. m., in the Foreign 
Relations Committee room, United States Capitol, Senator Alexander 
Wiley (chairman) presiding. 

Present: Senators Wiley (chairman), Smith of New Jersey, Fergu 
son, Knowland, Sparkman, Gillette, Humphrey, and Mansfield. 

The Cuarrman. The committee will come to order. 

Mr. Wilson, we are very glad to have you here. Will you identify 
your personnel who are with you at this time? 


STATEMENT OF HON. CHARLES E. WILSON, SECRETARY OF 
DEFENSE; ACCOMPANIED BY.FRANK C. NASH, ASSISTANT 
SECRETARY OF DEFENSE; N. E. HALABY, DEPUTY ASSISTANT 
SECRETARY OF DEFENSE FOR INTERNATIONAL SECURITY 
AFFAIRS; AND C. TYLER WOOD, DEPUTY TO DIRECTOR FOR 
MUTUAL SECURITY 


Secretary Wiison. This is Frank Nash, Assistant Secretary of 
Defense. 

Mr. Nasu. Mr. Halaby, my deputy; Mr. Efron, my general counsel} : 
and Colonel Burnett, who is the Assistant Director of my Office of 
Military Assistance. 

Should I go through them again, sir? This is my Assistant 
Secretary of Defense for International Security Affairs, Mr. N. E. 
Halaby, my deputy; Mr. Sam Efron, counsel, from my office; and 
Colonel Burnett of the Office of Military Assistance in my office. 

Mr. Cuarrman. You have made a statement to us the other day, Mr. 
Secretary, and I think we will proceed, if it is agreeable to you, so 
that. each one can ask a few questions. 

Secretary Witson. All right. 


RATE OF DEFENSE PROGRAM BUILDUP 
The Cnatrman. We will see if we can get the information for the 
record so that members who are delayed may have it. 
In making this request for funds for Mutual Security, the executive 


branch has set forth each year the rate at which the defense programs 
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involving legislation are being developed. What is the rate of buildup 
contemplated in the present request for funds? Is it contemplated 
that the rate will be the same as in the past or is it expected that it 
will be slower or more rapid? If there is a change in rate contem- 
plated, what is the reason or what are the reasons for the ¢ hange, and 
where are the changes applicable—in what parts of the services ? 


EXPENDITURES OF FUNDS 


Secretary Witson. The buildup of expenditures of funds is not as 
rapid as apparently had been expected a couple of years ago. The 
reason for that, of course, is that there are so many complicated things 
involved in this military assistance program. 

The offshore procurement takes more time to find suitable contrac- 
tors and work out the regulations with them than it does over here. 
But considerable progress has been made, and we think that consid- 
erably more is going to be made. 

Now, we have in our totals importantly reduced requests as com- 
pared to the past, and I have some figures here that might answer 
the question for you. 

The total allocated to Defense up through the fiscal year 1953 was 
about $15 billion. Of that, $12.3 billion have been obligated. That 
leaves an unobligated balance as of the end of March of $2.7 billion. 

Now, of the $12.3 billion, $5.9 billion has been expended, the 
money has been spent and gone. That leaves $9.1 billion unexpended 
as of March 31. However, the rate of obligation and expenditure is 
stepping up. 

It is a little hard to say just how many of these things that are in 
the air will be finalized in these last 3 months of the fiscal year. We 
estimate it will be somewhere between $1.8 billion and $2.8 billion, 
so that is the history of the thing. 

Now, of the mutual defense assistance budget, the new money for 
the Defense Department’s part is $4,024,000,000. We expect in 
total to pay out more money in fiscal 1954 than the new money we are 
asking for by something like $1 billion in the Defense Department’s 
part of it. 

As Secretary Humphrey says, we started to try to reverse the trend 
by asking for less money, making every effort to get a little more for 
the money we spend, spend it more ¢ arene and reduce the obli- 
gated funds somewhat by reducing the lead times as we get these 
things established that are necessary for the defense of the « country. 


DEFENSE GOALS 


The Cuarrman. How would you characterize the defense goals, by 
the present legislation, that are contemplated ? 

Secretary Wison. Well, we have tried to express it in a little 
different term. We think the important point of view to have now 
is to get the maximum current defense and keep it that way, and to 
improve it year by year (the free nations can afford it), and by 
balancing the program and the money spent we think that we can 
get just as effective defense or, perhaps, better than had been contem- 
plated with more or less the theoretical goals that, in part, were met 
and, in part, were not. 
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NEW WEAPONS 


The Cuairman. There is something in the bill about new weapons, 
What new weapons are contemplated ‘by the funds? Are the funds to 
be used for experimentation, for production, or for what ? 

Secretary Witson. Well, as a matter of fact, I knew only a little bit 
about it. That mostly came up while I was away, but we have de- 
veloped in our own country some new weapons outside of the atomic 
area that can be possibly used by our allies and to help them so that 
they can be more effective in their military operations. 

The Cuarman. Do you want to identify any of these weapons or 
do you want to leave that to General Bradley ? 

Secretary Witson. I think I had better leave that to the experts in 
the business. 

The CHatrMan. Perhaps you can tell us what role it is expected 
that the new weapons and planes will play. 

Secretary Witson. Of course, none of us knows exactly where 
trouble will start, if it does, nor what will be the greatest deterrent to 
trouble. So, with the uncertainties that exist, wider range of pos- 
sibilities for some of these peoples in some of these countries, is quite 
desirable. 

I noticed in the paper this morning that the situation in Laos seems 
to have changed. Whether that was because the big planes started 
to fly some ¢ equipment or not, no one can be real sure. 

The CuatrmaNn. Have you any late information as to whether or 
not they have overextended their lines or as to just why they have 
been retreating? You have not anything definite on that? 


TYPES OF NEW WEAPONS 


Secretary Witson. I think I had better leave the measure of what 
we classify as new ‘apons to some of my associates. Most of the 
assistance now has be en in the standard Army type of thing, small 
arms, artillery, and some aircraft here rec ently, and more or less on 
the pattern of the Korean war. We have some new and lighter mor- 
tars and things like that; that can properly be classed as defense. 


STATUS OF SHIPMENTS 


The Carman. The early program of MSA took several months 
before goods began to be shipped, and then in insubstantial quantities. 
Could you tell me what the status of shipments is now ? 

Secretary Witson. We have made very subst: intial shipments— 
maybe you have got some) Up- to-date figures; have you got what we 
shipped through March this year? We shad Janu: ary and February. 

Mr. Nasu. The statement before the joint committee on Tuesday 
pointed out that during the first 2 months of the current year, $669 
million of MDAP, that is, military end items, were shipped by the 
United States to its allies to various parts of the world. We hope to 
hit a goal for this fiscal year 1953 of pretty close to $4 billion—$3.8 
billion. 

Senator Frercuson. How are you ever going to doit? In 9 months 
you put out about $2 billion. How are you going to get $4 billion in 
the next 3 months? 
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Mr. Nasu. The figures that the Secretary has been speaking of here 
teli that there has been a total expended during fiscal 1953, Senator 
Ferguson, up to March 31 of $2.7 billion. 

Senator Frereuson. Yes. 

Mr. Nasu. Now, to hit the figure that I have just quoted —— 

Senator Fercuson. Four billion dollars more. 

Mr. Nasu. No. 

Secretary Witson. Not $4 billion more, $1.3 billion more. 

Mr. Nasu. I spoke of a total of $4 billion for the whole fiscal year 
19538. 

Secretary Wirson. I am not surprised at your question. 

Senator Frrcuson. The reason | did that was because Mr. Stassen 
told us at a meeting Saturday that it was the $4 billion they were going 
to try to put it in the next 3 months; I did not see how you possibly 
could do that. 

Mr. Nasu. He was speaking of what was the total we hoped to 
achieve during the year ending June. 

Se — Frreuson. What was that again 

Mr. Nasu. Four billion dollars—between $3.8 billion and $4 billion. 

I am 1 quite confident of $3.8 billion; we hope it will be $4 billion. 
When you compare that, Senator Ferguson, with the total delivered 
in the first 3 years of this program, which is up to March 31, the total 
expenditures are $5.9 billion, and you will see that we are doing in 
1953 in that 1 year about one-half of the total of expenditures during 
the first 4 years of the MDAP program, showing the rapid upsweep 
of the curve. 

INCREASE IN DELIVERTES 


We have been at a very low rate of delivery during the first 2 to 3 
years of this program, but fiscal 1953 shows a very sharp rise, so that 
the deliveries of $4 billion in that year will represent a total of approx- 
imately 50 percent of all the deliveries in the whole 4 years 

Secret: ry Wiutson. Our plan for fiscal 1954 is to deliver, , in round 
numbers, $5 billion as against the $4 billion, the $3.8 billion, whatever 
it winds up here, for fiscal 1953. 

The Cuarrman. What constitutes the major portion of the end 
items then; where are they to be manufactured / 

Mr. Nasu. Mr. Chairman, you are speaking of those already deliv 
ered or those under way now / 

The Cuatrman. Under way. 

Mr. Nasu. Those under way, the major part of it consists of heavy 
Army equipment, heavy artillery and ammunition, planes and certain 
types of ships, minesweepers and patrol craft. That accounts for the 
great bulk of the funds and the heaviest bulk would lie in ammunition, 
heavy artillery and planes. 

The Cuamman. Where are they to be manufactured and assembled ? 


OFFSHORE PROCUREMENT 


Mr. Nasu. Well, we have an offshore procurement now of contracts 
in Europe during the last fiscal year, and we placed about $650 million 
worth. This year, this current fiscal year, we expect it will be in the 
order of $1 billion or more, so that you will have about $1,650,000,000 


or more of these contracts abroad, and all of the rest is in the U nited 
States. 
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Secretary Witson. I do not know whether that answers the Sen 
ator’s question, because some of these contracts we placed abroad 
will not be fully produced in a 1954. 

Mr. Nasu. That is correct, sir. I understood the Senator’s question 
was where have we put this money that Congress has made available, 
and of the total made available to us so far, $15 billion, we have placed 
abroad about $1,650,000,000, and the balance is in the process of being 
placed under contract here or abroad. 

Secretary Wiison. The actual expenditure of something like $5 
billion next year will largely be from the States. 

Mr. Nasu. That is correct. 

Secret: uy Witson. These things will only be limited produc tion. I 
would guess there may be a half billion, $500 million, 10 percent, ex- 
penditures would be abroad. 

The CHarrMan. It was made clear by previous testimony yesterday 
and testimony prior thereto that it might be necessary to give items 
produced in MSA programs as emergency for other places than those 
for which they are intended at the time the funds are requested. To 
what extent have diversions of supplies under the MSA program taken 
place? Are these items supplied in adequate quantity to take care of 
the needs in the different areas? In that connection can any one or 
more of the regions take supplies any faster than they are being pro 
duced ? 

FLEXIBILITY IN THE PROGRAM 


Secretary Witson. I would like to point out that the flexibility in 
the program is certainly desirable because our enemies and the un- 
expected situations that develop over the world have something to do 
with it, too, and all we can do at any particular time is appraise the 
situation on what we then know, and make our requests and forecasts 
on that basis, and as those things change, some flexibility is highly 
desirable. 

The CHarrman,. This Laos situation is just one that illustrates it, 

Secretary Wiison. That is right. 

Mr. Nasu. May I amplify that with just one other word, Senator? 

The CHatrman,. Yes. 


DIVERSION OF FUNDS 


Mr. Nasu. As I understood your question, you are asking as to what 
diversion of MDAP funds or end items procured with those funds 
have occurred ? 

The CHaimman. That is right. 

Mr. Nasu. The principal diversion, of course, has been for Korea. 
It was a very fortunate thing for us that some months before Korea 
broke loose, Congress had initiated this MDAP program, because 
something like what happened in World War IT, where the British 
and French orders were placed in the United States in 1939 and 1940 
and 1941, gave us a leg-on in the way of production when Pear] 
Harbor broke loose, so the mutual assistance program on the side of 
end items gave usa litte of a leg-on to help us out in Korea, and we have 
had a very substantial conversion of end items that have ao bought 
with mutual security funds—the diversion of those items to Korea 
under the priorities established by the Joint Chiefs, which places Korea 
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at the very top of the list, to get whatever equipment is available. 
Now, that means 

Senator Frerevson. Could I ask you a question there / 

Mr. Nasu. Certainly, sir. 

Senator Fercuson. I know you use that illustration, but what about 
the great surplus that you had at the close of the war, what did you 
do with those things? Why could you not use those in Korea? What 
about the 69,000 tanks that you had ¢ 

Mr. Nasn. Actually, Senator Ferguson, those World War II stocks 
were exactly what were drawn on for Korea; and for the first 2 years 
of our supplies to Europe, the initial training equipment for the 
NATO divisions, came not out of new production, but came out of 
World War II stocks. 

Senator Ferauson. Put you are saying what a blessing it is that you 
had the funds for NATO to supply Korea, when we had given you 
billions, we had given you $25 billion in the first 2 years “after the 
war, and you could not even put 2 divisions, they claimed, into the 
field. What did you do with the $25 billion ? 

Secretary Witson. Well, Senator—— 

Senator Frereuson. I am not talking about what this administra- 
tion is doing. You say it was a blessing that we had these funds. You 
had billions of other funds. Why couldn’t you make Korean mate- 
ria]— 

Mr. Nasu. I am talking about new production going, that would 
be coming off 2 years after Korea Meek loose. Take such a thing 
as the F-84 plane. 

Senator Frrevson. And a lot of this lead time is nothing but a 
bogey; it is nothing but an excuse. We get it every time in our Ap- 
propriations Committee. 

Secretary Wurson. Frank, let us not get tied into making excuses 
for the past. 

Senator Frrauson. That is what I do not want. I do not want ex- 
cuses for what took place, and now you say it is a blessing that we 
had this MDAP program or whatever you want to call it. 





PRODUCTION OF NEW EQUIPMENT 


Secretary Wiison. The point there, Mr. Chairman, is, I think, that 
the Korean war developed to a very much more serious thing’ than 
was appreciated month by month as it went along, and if we had not 
had the reserves left over from World War II, and some new things 
that got started—— 

The CaarMan. Plus what he said. 

Secretary Witson (continuing). And, of course, the military peo- 
ple really wanted the new things ; it was a difficult decision after the 
Korean war, as to whether we were going to put back into production 
the same things that we destroyed the facilities to produce ; or were 
we going to try to put into production some better things. And, gen- 
erally speaking, the new things planned had been better than the 
World War II things or the things that the military people wanted 
to put into produc tion. It wasa helpful thing actually. 
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STOCKPILES FROM WORLD WAR I 


As a matter of fact, we only relied on the stockpiles from World 
War II in the case of ammunition. That sort of gave us a scandal 
in the family or in Korea, because everybody said, “Well, we do not 
need to get going on the ammunition now because we have got such 
a stockpile from World War II,” and the first thing you know we 
were shooting it up much faster than anybody thought we wanted to 
do. I do not want to reopen the old one, but then that is the truth. 

The CHarrMan. Senator Mansfield, you wanted to say something. 


LENGTH OF TIME TO BUILD A PLANE 


Senator Mansrrevp. I just wanted to ask how long it took to build 
a new plane. Now, Secretary Nash mentioned these F-84 thunder- 
jets. How long did it take to put those into production, and to get 
them off the line before they were available for use in Korea? 

Senator Fercuson. It is not so much how long did it take, but how 
long should it have taken. 

Senator Mansrietp. How long did it take, Mr. Nash? 

Mr. Nasu. Actually it took 24 months or more. 

Senator Mansriexp. A lot of this money appropriated was for just 
such items as this, and because of the timelag when you made the 
contract—and before you could get the finished product—it took 16, 18 
months before you could get it off the line into action. 

Mr. Nasu. That and more is what it took. 

Senator SparkMAN. Did that include the drawing of the plans, the 
initiation of it ? 

Secretary Wizson. It usually takes longer than that, Senator. 

Senator SparKMAN. Whatis that? 

Secretary Winson. It has taken longer than that in the past. When 
the complete engineering of the plans has not been finished, in other 
words, you had a type of design, they maybe had flown an experimental 
model, and you could see some changes that have to be made, but it 
was a very hopeful model, all right, they say, “We want to buy some 
of those,” and then there is a process of getting all the little bugs 
out of it, so that it is satisfactory to everybody. That has taken 
much longer than you would expect it would. 

Senator Sparkman. That might happen in any product, might it 
not ¢ 

Secretary Witson. That is right, sir. 

Senator SrarkMAN. And just the fact that it did happen, for in- 
stance, in the Saberjet, is no sign that there was a mistake there or 
that the lead time was too much? You cannot just say that as a matter 
of fact; is that correct / 

Secretary Witson. Yes. The only way you can tell reasonably 
would be to look into it and see— 

Senator SpARKMAN. Certainly; you would have to look into the 
facts and not just make a generalized statement to that effect. 

Senator Frrevson. We have got these things in the Appropriations 
Committee; they are not generalities. 

Senator Sparkman. I know you have got them in appropriations, 
und we have got them elsewhere. 
Senator Frereuson. That is right. 
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Senator SparkMAN. I do not see that it pays in this kind of a hearing 
to go back and drag out old skeletons; I think, as a matter of fact, the 
Defense Department which, in large part, has been continuing and 
has been continuous, I think, by and large, is doing a pretty good job 
in handling the Korean situation and getting the materials in this far- 
flung program all over the world, and I am certainly hopeful that 
under Mr. Wilson’s leadership, able leadership, that it will continue 
to do a good job, and I like what he said about the hope being that you 
might reduce the lead time on the production of various “materials 
that are going to be used in this program, and I certainly hope that 
may be realized. 


PROCEDURES USED TO COMPUTE THE AMOUNT OF AID 


The Cuarrman. I have only a few more questions, gentlemen, and 
then I will go around the table. 

The other day when all you gentlemen testified, there was a little 
bit of criticism because we did not open the matter up then to ques 
tioning. We do not care so much about criticism, but we are in 
terested, Mr. Secretary, in fundamentals. It was said on that oc 
casion that here were Governor Stassen and Seeretary Dulles who were 
supposedly pretty good liberals, and here were Secretary Wilson and 
Secretary Humphrey, who might be classified as conservative; that 
they had all agreed, had gotten together on the program and on the 
figures, and so forth, and that that agreement in itself was a pretty 
good sign that it was a wholesome program. 

Now, what I am getting at is, what procedures were used to com 
pute the figures for the foreign aid, and how did you arrive at this 
general conclusion. You know there is considerable difference among 
our people. You are supposed to be sort of a, well, we will put it 
bluntly, hardheaded businessman, and I am really interested in get 
ting your answer into the record so that the people of this country 
can know what your own judgment is in your own way now. 

Secretary Witson. Well, what happened, of course, was that the 
staffs of the Defense Department and the State Department and 
Mutual Security—we first tried to state what the need was, and our 
military people went over that to see what end items were required. 
Mr. Stassen, in his capacity and responsibility, went over it, and 
then we tried to put as much realism into it as we possibly could on 
what could be done, and what ought to be done, and we had our argu 
ments about it all right, and this program looks reasonably sound 
to me. 

I would not at the moment change it for any reason that I know 
of, and I think it is a program that will be carried out. I personally 
promised Harold Stassen on it that what ever we promised other na 
tions we would find some way to do it, and we would do it. 


RESPECT FOR UNITED STATES ABILITY TO PRODUCE 


We did sense this: that our country has such a great reputation 
in the world for its ability to produce, its industrial capacity, that 
some of our allies in NATO and otherwise, when we did not come 
through on time, thought it was because we did not want to instead 
of the troubles we might have had, like we are discussing with this 





ge Wh we 


aa Ai TAT 





races 


aj Rane LE 8 BA 


MUTUAL SECURITY ACT OF 1953 113 
airplane business, or something like that; and we have worked very 
diligently in trying to analyze the thing now not to promise something 
that we could not do or did not intend to do. 

I have been conscious that people get judged by double standards 
all the time anyway. One is that if they kee » their mouths shut they 
get judged on the merits of what they do. The other is that if they 
promise too much they get judged on how much they failed from 
what they promised, so I think it is a realistic program. 


FREE NATIONS ARE PULLING TOGETHER 


T sensed on this trip that I am just back from that the free nations 
are pulling together. It is a big thing. This is a new thing in the 
history of the world to have troops of other friendly nations in dif- 
ferent countries during peacetime. 

It is an economic and political problem as well as a military prob- 
lem. This NATO meeting encouraged me because it was obvious 
that an effort was being made to forget the past and compromise some 
of the historical difficulties, and to make some progress, and to solve 
this difficulty over getting the economic thing set up right, and Ger- 
many and France to approve it. Mr. Chairman, I happened to re- 
member a little piece of history of our own country not too well, so I 
am not sure whether it took Rhode Island 8 or 13 years to approve the 
Articles of Confederation, but it took quite a while. I am just point- 
ing out we have got to be a little patient about what is happening 
in the world because you cannot just get it all done overnight. I am 
not at all discouraged about it. I thought I could see a lot of progress. 


NECESSITY FOR THE PROGRAM 


The CHarrmMan. Well, first, it is your definite well-reasoned conclu- 
sion that this program is imperatively necessary. Is there any alter- 
native ¢ 

Secretary Wirson. I think this is the best solution for it. It is 
roughly 10 percent of our total military contemplated expenditures; 
it is roughly 10 percent that we say we are going to use to help our 
allies, and in that w ay make the total stronger than if we spent it all 
ourselves, and pulled into a smaller area of influence. 

The Cuarman. Well, I think you have answered the question that 
you see no alternative. 

Secretary Witson. No; I do not. 


IS AMOUNT REQUESTED THE APPROPRIATE AMOUNT? 


The Cuatrman. Do you think that the amount you have arrived at 
by consultation between the various departments in support thereof 
is the appropriate amount ? 

Secretary Wirson. And we are determined that it will be spent so 
far as our Defense Department is cone erned. 

The Cuatrman. Is your answer “Yes” or “No” to the question that 
the amount you requested is the appropriate amount ? 

Secretary Witson. I think it is the appropriate amount. It is con- 
siderably under what some others had pianned, and it is as much of a 
reduction as I think we ought to make. 

The CuatrmMan. Senator Smith? 
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REDUCTION IN REQUEST 


Senator Smiru. Following up that thought, Mr. Wilson, how did 
you work out the reduction from $7.6 billion of the so-called Truman 
program to $5.8 billion? Did you start with different arene or 
did you figure you would sharpen your pencils and have about the 
same programs but that they would cost you less money? In other 
words, was the program cut down or did you figure it would be han- 
dled more economically ; that is the first question I would like to ask. 

Secretary Witson. I think it was a little of each. We took out 
all the things that we did not think were absolutely necessary or 
contributed directly to the country’s defense. Then we figured that 
some of the things we could do more efficiently and economically, s« 
it is a combination of both, and to some degree also this business of 
getting the programing balanced and lead time on different items, 
getting that pulled down to a realistic program. I have to be careful 
all the time because one thing is the request for new money which is 
the basic thing before your committee, and the other is expenditure, 
which is going to be a combination of the past appropriations plus 
maybe a little that you would spend out of the present one. These 
modern military items get so complicated, it takes so long to produce 
them, that we are way ‘off from the simple days when you could ap- 
propriate the money vou expected to spend in the time that it was 
allotted for buying something like mules or hay or a little harness 
off the shelf; why, you cannot do that any more. 


AUTHORIZED FUNDS AND UNEXPENDED BALANCES 


Senator Smrrn. I think that last point you make is what confuses 
a great many people. Certainly, the people who talk to me about it, 
where they see these enormous figures of what we have authorized and 
only a small amount has been expended, and still we have some au- 
thorized funds that have not been expended before, and put through 
the channels of production, their question is, “If vou lave all that still 
in the process of production, still to be appropr inated for, why do you 
need further authorization instead of maybe cleaning up that past ?” 

My answer has always been that those things are all in the program 
and they have been plotted out, and although you see where that 
money will ultimately go, it will take a few years to do it. We still 
have some further things to authorize to keep us up to date and carry 
out our armament program. Is that sound reasoning? 


CUTTING THE COST TO THLE UNITED STATES 


Secretary Wuson. That is right. Part of it is in a little different 
field; it is changing requirements, and as a going thing, of course, 
there is a year past, so you look ahead a year farther if vou can, and | 
would like to point out we are making some progress in getting the 
costs down to our country, and I think we are also making progress 
in getting more for the money we spend. 

Now, that is always a difficult one to measure, but that is certainly 
our sincere objective. 
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RATE OF PRODUCTION 


Senator Smirnu. I would like to ask you another question that 
puzzles me. During World War II when we were full-steam ahead, 
and the war was on, our productive capacity seemed to be enormous; 
practically the whole country was mobilized for the purpose. 

Since that is over, and we have gone into this more or less carrying 
on during what is supposed to be peace, apparently we cannot pro- 
duce nearly as rapidly as that because we have let down on our plant 
production, we have to put on the same heat. For example, take your 
automobile company which was doing so much producing of tanks and 
whatnot: did you just let down and put half-steam ahead whereas 
during the war you put full-steam ahead; is that the explanation of 
the way things worked out? 

Secretary Wixson. It is not the steam; it was the question of what 
we were assigned to do, what kind of orders we get. 

Senator Smiru. Let me ask this question before you answer that 
fully. 

Secretary Witson. After we got the order we put the same drive on 
it that we did on anything else. 


TARGET PROGRAM FOR DELIVERIES 


Senator Smirn. But referring to deliveries, what happens if in 
accordance with the target program for deliveries and our special 
commitments to these countries, we get to a crisis where we have the 
Korean situation come up, and we say, “We are sorry, France, but 
the Korean crisis requires us to divert some of the stuff we produce 
from your program, the target program, to Korea.” That happened 
also, did it not, as part of the reason for this lag? I am trying to 
get so that I can explain it to people who will have the question 
raised on the floor. 

I visualize the function of this committee, which is an authorizing 
committee, as being quite different from the function of Senator Fer- 
guson’s other committee. He has appropriations to make for this 
fiscal year, which is a totally different proposition from the authori- 

zation we are asked to put through with this new bill. We will have 
to clarify that to our hearers. 

Secretary Witson. You remember, too, we have some new points 
of view that we talked about as to the mobilization base and things 
like that; you know we have some new phrases we kick around that 
a great many people do not know exactly what they mean by it, and 
generally they cost money, you know. 


SPARE PARTS FOR EUROPEAN ALLIES 


Senator Smirn. I have one or two questions here I was asked to 
suggest to you. The question of spare parts in support of our Euro- 
pean allies—they are concerned about the problem of our continuing 
to supply spare parts for the equipment we send over. Is that part 
of our program in these—— 

Secretary Wirson. Yes, sir; and I am a little afraid it is going to 
be overdone. In other words, we talk about spare parts, and we are 
going to buy too many and store them in the wrong place unless we 
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are real careful, and I am going to work on that personally because 
there are hundreds of millions of dollars going into it. 

Senator Smirn. But we are not really going to be short ; the danger, 
as you say, is one of being overloaded. 

Secretary Witson. I think we will make the mistake of making too 
many spare parts of the wrong kind, and having them in the wrong 
place. 

INCREASE IN OFFSHORE PROCUREMENT 


Senator Smirn. Well, now, do you think, Mr. Wilson, that this 
program if it continues will be a program in which we will be able 
to do more and more in the field of offshore procurement? Will we 
give more work to be done to our allies over there, and help them to 
pull themselves out by getting more ? , 

Secretary Witson. I will tell you men what IT honestly believe. 
The manufacturing nations of Europe, which include England, Bel- 
gium, Holland, France, Germany, and Italy, can do it if they have four 
things—No. 1, if they have management; No. 2, if they have the 
proper equipment with which to produce the item; No. 3, if they have 
what I call a minimum economic unit big enough—if you were to 
spread the business abroad to a whole lot of little people, do too much 
subcontracting, you are going to get your price up too much; so you 
have to have management, you have to have the right tools to do the 
job with, you have to have a minimum economic unit, and finally you 
have to have a proper attitude on the part of the workmen to produce, 

If you have those four things you can produce as cheaply in any of 
those countries as you can in America or cheaper, because the wages 
ure so much less. But the job— 

Senator Smrru. Is the quality the same? 

Secretary Wixson. The quality is the same, because the quality 
comes from the tools and the training of the people, and you do not 
have to have an expert mechanic or machinist, toolmaker, to make 
these different jobs. You just have to teach a person how to do one or 
two things well, and these folks that I am talking about are the same 
basie stock that our people come from. They can learn to do these 
things just the same as our people can. 

But you must have those four things: you must have management, 
you must have the right tools and the processing, you must have an 
economic unit. No one can make a tenth as many shells and do it as 
well. Once you get a plant that is big enough, to make it three times 
as big will not save you very much. But there is, I call it, a minimum 
economic unit. It is different for different kinds of things, and if we 
are careful about placing the business in that kind of a way, we will 
get our money’s worth for what they produce for us. 

I am personally against paying excess prices for the things we buy 
abroad. I do not think our people would support that so very long. 
I think they will say, “Well, you had better drag it back home and let 
us work at it here.” 

Senator Smrru. But, assuming that the price thing could be worked 
out so we would not be gouged by them, your policy would be to favor 
the inerease of offshore procurement ? 

Secretary Witson. That is right. 
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STRENGTHENING THE NATO COUNTRIES 


Senator Smrru. I recall, and I think Senator Wiley will recall, 
when we were in Italy in 1951, Mr. de Gasperi pointed out to us at that 
time that the population was unemployed, and so on, and he raised the 
question of whether we were going to help out by giving them some of 
this offshore procurement to employ the people. That might be part 
of the overall program of strengthening the NATO countries, I 
suppose. 

Secretary Witson. We have placed some ammunition orders over 
there. The thing was pretty well along before I got into it, so I do 
not know too much about the details of it. We are planning on assem- 
bling one of our American designs in airplanes over there, building up 
the highly tooled parts from over here, and get them started in the 
business. 

In the case of the Hunter Hawker in England, and the Mystere LV, 
the French design, they are a little farther along, and have more 
capacity to produce the complete planes. 

Certainly we are looking forward to the day, I think, as a Nation, 
when our allies themselves can be self-supporting in the effort that 
they can make to the whole situation. 

Senator Smiryu. That is what I am leading up to; is that not our 
objective / 

Secretary Wirson. I think the offshore procurement part of it is a 
very essential part of that. 


DEFENSE OF EUROPE 


Now, there is another advantage, too, and this is assuming the de 
fense of Europe—these NATO countries are primarily associated in 
that—we have a world problem, but we have a European problem, and 
I am talking about the European problem now; it is very vital to get 
items like ammunition and guns and some things like that, the more 
expendable ones, and some of the fighter airplanes. 


PRODUCTION OF ARMS IN EUROPE 


If we did have war, we might have trouble in keeping the sea lanes 
open on account of the submarines, and it would be important to have 
some supplies up close. This pipeline we talked about all the time, 
if that comes clear back to the United States, the longer it takes to 
get the item to the battlefront, so that the ammunition we produce in 
ingland, France, and Italy, and airplanes, fighter planes, help us 
particularly, because you cannot easily fly these fighter planes across 
the ocean. Their range is very short. It is logical to build up some 
production over there, because it will be more effective immediately 
for the purpose. It is not only the money you spend currently which, 
I think, ought to be spent well, but there are two things that you gain 
besides : one is that you build them up to a point where some day they 
should be able to supply their own part of the military venture; the 
second thing is that what they can do will be closer up front and not 
subject to additional hazards of the submarine and shipping, and, of 
course, the quantity of shipping gets into it, too. I mean the whole 
business gets more and more expensive when you have to produce the 
transit method of shipping all the stuff, too. 
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AIR STRENGTH OF NATO 


Senator Smrru. Is your Department satisfied now with the air 
strength of NATO? 

Secretary Witson. No. 

Senator Smiru. Have we had a good increase—— 

Secretary Witson. No. From a strictly military point of view we 
are not satisfied, but we do recognize that good improvement has been 
made. Wecan see what we now plan will make an additional effective 
improvement. We think it is about the best balance we can strike 
between what the military people might set up as a theoretical require- 
ment, and the capacity of the free nations to produce without upset- 
ting their economies and losing, on the one side, what you might seem 
to be gaining on the other. 

I have been conscious that ever since the war the Russians were 
predicting a collapse, an economic collapse of the free world. They 
did not think we could run a free society and keep the people em- 
ployed and keep a stable economy. They still do not think we can. 

Now, this program that we are presenting here, not only this piece 
of it, but our own country’s military program, aside from this, is 
about the best compromise ‘that we can work out between us all. 

You never can give your military people everything they would like 
to have, and I want to say—I am on the mbbitery side now, and I am 
going to try to get the best protection for the Nation for the money 
that you men are willing to make available. I consider that to be 
my job. 

Senator Smrrn. But you are agreed in this bill that you are pre- 
senting to us ¢ 

Secretary Witson. Let George Humphrey and some of the others 
who are to be the ones to be real tight. 

Senator Smirn. Are we taking c are in this bill that you present to 
us of our own economic situation? You do not think we are risking 
in this expenditure the undermining of our own economy ? 

Secretary Witson. That is correct. 

Senator Smiru. That is very important. 

The CramMan. Senator Sparkman / 


GOALS SET AT LISBON CONFERENCE 


Senator SpPARKMAN. In your statement to us a couple of days ago, 
you referred to the Lisbon Conference and the goals that were set, and 
then vou said, “Those goals have been substantially met.’ 

It may be that that question would be better put to General Bradley, 
but I wonder if you can tell us the extent to which they have not been 
met or how substantially have they been met ? 

Secretary Wirson. I think General Bradley can answer that better 
than I can. 

Senator SparkMAN. If so, I would be glad to defer. 

Secretary Wirson. But in the point of view from 1952, and the dif. 
ferent nations are sort of mixed up in their fiscal years and calendar 
years, and so forth—and this is what they call in NATO the Annual 
Review—how close can we come by doing what we started out to do by 
the end of a certain year—— 

Senator Sparkman, And that is by calendar year, is it not? 
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Secretary Witson. That is right. They use the calendar year. 
Now, our fiscal year 
Senator SparkMAN. Is right in the middle. 

Secretary Witson (continuing). Is right in the middle of that. 
The Review for 1953 will be the calendar year of 1953 also. 

These modern airplanes take some pretty good people to fly them. 
You cannot just turn them over to a bunch of folks—that applies to 
quite an additional amount of equipment. It is not as simple as it 
ised to be, that you could take the man off the farm who knew how to 
drive the mules and horses, and handle simple things, and put him in 
in army and give him a gun and have him fighting in a short time. 
[t is not that simple any more. 

Senator SPaARKMAN. In other words, it is not always so simple as 
just getting the equipment there. 

Secretary Wixson. It certainly is not. 

Senator SPARKMAN. There are many other problems in connection 
with it. 

Secretary Witson. That is right. 

Senator SPARKMAN. Mr. Secretary, in your statement you used this 
language. You said: 





It is our objective to achieve greater efficiency and economy. It is our aim 
to achieve a balanced program by deferring production of military equipment 
not now contributing directly or effectively to the common defense. 

In other words, what you have got to do is bring your training and 
equipment into parallel courses ? 

Secretary Wison. Yes. 

Senator SparKMAN. That is all, Mr. Chairman. 

The CuairMan. Senator Ferguson ? 

Senator Frrevson, Mr. Chairman, I would like to submit some 
questions, but it is pretty late now, and I wondered whether I could 
do it in writing, give them the questions and let them answer them for 
the record, 

Secretary Wuison. I will take 1 or 2 real quick if you have got 
(he time on it. 

The CuHatrmMan. We will carry on here for a half hour. 


SURVEY OF EQUIPMENT TO SEE IF IT CAN BE UTILIZED 


Senator Ferauson. Has the military surveyed all of the items to 
ascertain whether or not they can be used within a reasonable foresee- 
tble future in these countries that we are sending them to? 

Secretary Witson. Are you talking about spare parts ¢ 

Senator Frerevson. No; I am talking about other materials. 

Secretary Witson. Senator, that is a very hard question, because 
where the nations are not having any wars, guns will last a long time. 

Senator Ferauson. Yes. But are we just piling up guns without 
men being there to use them at the present time ? 

Secretary Witson. The answer to that is “No,” we are not. 

Senator Frrcuson. Then we do not intend to? 

Secretary Witson. That is right; and we are watching that. We 
have to be a little careful with our allies so we do not get into the 
argument of which comes first, the chicken or the egg. 

Senator Frrcuson. Yes; I realize that. 
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Senator Fereuson. Well, I will submit some questions, because they 
do, I think, require checking on them. 


Secretary Witson. We will be very pleased to work up the technica! 
facts on them. ; 
The CuarrMan. Senator Gillette ? , 


Senator Giuverre. Mr. Chairman, is it the intention to run a little 
longer ? 
The CHairnMan. Yes. 


SPECIAL WEAPONS TO NATIONS AUTHORIZED TO RECEIVE MILITARY 
ASSISTANCE 


Senator Gituerrr. Mr. Secretary, there are a couple of things | 
wanted to ask about. The first was with reference to this $250 mil 
lion that the current bill provides for furnishing special weapons to 
nations eligible to receive military assistance under this act and to 
intern: ition: ‘al organizations. I believe you stated, in response to the 
chairman’s question, that you preferred not to discuss what special 
weapons were in mind for the purpose of this legislation. But you 
have in mind, of course, that that language would permit the Presi 
dent, in his diseretion, to transfer whatever special weapons—they are 
not outlined in this bill—whatever he determined they might be, to 
Cambodia, Laos, and Vietnam ? 

Secretary Witson. I would judge so, if that was the policy. You 
might call these special big transport planes special weapons; no one 
else has them, you know. 

Senator Giuterre. Well, the term “special weapons” will cover any 
thing that could be used for military purposes ¢ 

Secret: ry Wirson. Well, you would have to be fair about special! 
weapons. I do not think you could call a 155-millimeter howitze: 
special weapons. 

Senator Giutterre. No; anything out of the ordinary. 

Secretary Witson. Or an ordinary machinegun. 


TRANSFER OF SPECIAL WEAPONS TO INTERNATIONAL ORGANIZATIONS 


Senator Gituerre. Anything out of the ordinary. 

Then this also provides that these special weapons can be furnished 
to international organizations, which were specified under certain 
prior statutes here, such as the North Atlantic Treaty Organization, 
and any organizations that may evolve from current international dis 
cussions concerning the European defense community. 

Do you think that it is good policy to clothe the President with dis 
cretionary power to transfer special weapons under such terms as he 
may see fit to international organizations, some of which are not in 
existence yet ? 

Secretary Witson. Well, of course, I have great confidence in his 
ability to appre aise any new situation that arises, and I think that is 
all right. Two hundred and fifty million dollars is a great deal of 
money looked at in one way, but looked at as part of a $50 billio: 
program, why, if there is a little flexibility in an emergency that might 
be a very valuable and important thing to have; I do not think it is 
too big an amount to have in that kind of an area. 
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Senator Gitterre. Well, Mr. Secretary, it does not seem to me that 
the amount is of particular importance. The question is as to the dele 
vation of power, whether it is $250 million of the people’s money or 
+214 billion of the people’s money; the transfer, as this would do, to 
the P resident—authority to dispose of any such material on any such 
terms as he sees fit of special weapons, not specified, any type of 
special weapons, not only to these countries that are backward coun- 
tries, but to international organizations which are not yet in being, 
ind without requirement of any reciprocal advantages that we might 
vet from their special weapons. Now, that question of delegation of 
power is the matter that we have to consider; and it does not seem to 
me that we are justified unless there is some definite reason specific 
enough to be persuasive that has not been presented to us here. Do 
vou have any such in mind ? 

Secretary Winson. Thad not thought about it as any new extension 
of the President’s powers in any important degree. I thought more 
of it as of some flexibility to meet an unexpected emergency where 
some of these new things would be very effective in ‘eine do not 
know that I am very clear on what the difference would be in his 
powers. He has got great powers in this area, and quite properly 
somebody has got to function. 

Senator Fercuson. Senator Gillette, does not this whole bill prac 
ically give to him the power to transfer various weapons, because you 
never have a specification under it as to what they are going to deliver ¢ 

Senator Gitterre. Unfortunately, it does, and very definitely that 
is ny objection to the bill. 

Senator Frreuson. Yes. 

Senator SPARKMAN. It seems to me we are just going to have to wait 
until General Bradley is here to clear up this point, because it is my 
understé nding that if does not cover atomic weapons and, therefore, 
the type that the chairman spoke of would not be covered even by this 
provision. It does not say, does it— 

Senator Giuterre. It does not say. 

The CnHairmMan. Yes, tactical; they are new weapons; they are 
developing all kinds of these bombs. 

Senator Frrevson. But does not the whole bill give him that power ? 


EXEMPTION OF ATOMIC WEAPONS 


Senator Giuuerre. [t does. But, as Senator Sparkman said, the 
next to the concluding paragraph of this section says that : 

Nothing contained in this section shall alter, amend, revoke, repeal, or other 
wise affect the provisions of any law restricting, limiting, or prohibiting the 
transfer of any such weapons 

[t does not say atomic secrets or atomic weapons, but that might be 
construed as a limitation. But the fact that it refers to any such 
weapons would seem to preclude that being a protection from the 
transfer of atomic weapons. 

Senator Frercuson. The question in my mind, the way it reads, is 
whether it is to cover where a law specifically prohibits the transfer, 
which would be atomic weapons under our law. 

Otherwise this whole bill covers a case where we coutd make a new 
weapon tomorrow, an dship boatloads of it. 

Senator Guxette. Under the broad provisions of the bill. 
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Senator Frreuson. Under the broad provisions of the whole author 
ization—— 

Senator Giuzerre. I was concerned with the question of the powe 
to transfer atomic weapons to Laos or Vietnam, and it did not seem to 
me that the protection in that provision I have just read was sufficient 
protection because it referred to any such weapons, without a specia! 
exemption of atomic. There is an additional question I wanted t 
ask, but I will wait. 


MUTUAL SECURITY GREEN BOOK 


Senator Frrcuson. Do you know what part the green book played 
in making up this budget, this request ? 

Mr. Hatapy. The agricultural studies? 

Senator Frreuson. No, the so-called mutual security green book 

Mr. Haxasy. I think Mr. Wood could answer that question. 

Senator Fercuson. What role had it to play in this? 

Mr. Woop. The green book had no part, I think I can fairly say, 
Senator. This was a document gotten up for internal use and dis 
cussion. 

Senator Frrcuson. Could you get me the names of the people who 
actually prepared the green book, and how much it cost to prepar« 
that book ? 

Mr. Woop. I will be very glad to. This book was some ideas fon 
dliscussion, most of which were rejected when it was finally determined 

Senator Ferauson. 1 wondered whether or not Mr. Wilson ever saw 
the green book. 

Mr. Woop. I am sure he did not, Senator, and this was not 
statement of policly; it was not approved. It was useful in some re 
spects in getting ideas before those who were concerned with our for 
eign policy in this area. 

Senator Humpurey. May I ask a question? Who published that’ 

Mr. Woop. That was published by the Mutual Security Agency. 

Senator Ferguson. It was marked “For United States eyes only, 
and it is very confidential, so I cannot discuss it much on the record 

‘- Woop. I will be glad to get you the names. 

( The information above referred to is as follows:) 

The green book, an internal staff paper, was prepared under the direction of 
the then Assistant Director for Europe, Harlan Cleveland. Mr. Cleveland re« 
signed to enter private business on February 15, 1953. It set forth preliminary 
ideas for the purpose of starting the work on the next year’s program and a 
great many individuals in the agency contributed suggestions in this process. It 
is, therefore, not possible to say that any particular individuals other than as 
indicated above, were specifically responsible for this document, though a great 
many contributed to it. 

Further to describe the nature and purpose of this document, a quotatio: 
follows from a letter written on December 3, 1952, to the Chief of Staff, Com 
mittee on Foreign Relations, United States Senate, with which was forwarde: 
a copy of the green book for the perusal of any Members of the Senate wh: 
might wish to have access to it. 

“The green book is not an official statement of the thinking of the Mutua 
Security Agency on United States policy for foreign aid. It is, instead, a discus 
sion draft of a paper prepared in one segment of the agency for the purpos: 
of stimulating further discussions within MSA and other interested Federa 
agencies, which.might be of use in developing material for future presentations 
to the Congress. Since the green book contained certain background informa 
tion which is highly confidential, it had to be given a security classification 0! 
secret. 
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“Like numerous other working papers relating to future trends of United 
States foreign economic policy, which have been developed in recent weeks, the 
green book is already obsolete and new ideas and proposals are being studied 
for possible presentation to the Congress. However, unauthorized and incom 
plete news reports about the paper stimulated interest on the part of Members 
of Congress in it. For this reason, we are making copies available for the files 
of the House and Senate foreign relations committees so that it can be made 
available, in accordance with the regular procedure for handling classified ma 
terial, to Members of the Senate and House who desire to review it.” 

Senator Frercuson. I would like to know when we are going to get 
it released from being confidential. 

Mr. Woop. You have had, I believe, a copy of it ? 

Senator Fereuson. Yes, I have a copy of it through the committee. 

The CuarrMan. The executive department wants this transcript, so 
they can edit it, and so I assume there is no objection. Therefore, the 
Department will have the transcript, and can edit it. 

Senator Grtrerre. Mr. Chairman and Mr. Secretary, there is one 
more question I wanted to ask—I will leave the question we were 
discussing. 

METHOD OF DETERMINING AMOUNT OF AID 


I was interested, Mr. Secretary, in your discussion of the steps 
tuken by your organization in reaching the figures that come up be- 
fore us for authorization—that there is an attempt made to implement 
a certain polic) y or policies that are determined outside of your par- 
ticular organization. You then ask the agencies in your organization, 
in the light of that necessary implementation and need to come up 
with some figures as to implementing the need. Then you examine 
those figures. and decide how they can be curtailed, possibly, how 
savings can be effected, and you reach an overall figure, which you 
bring up here. 

Now, here is my question, and it pertains to our difficulty : We have 
two things to consider here, well, more than you do: First, whether the 
policy should be implemented and, second, if so, what is the amount 
of money that is going to be needed. 

Now, the preceding administration comes up. through the same 
process that you cited, and said, “We need $7.6 billion for that 
purpose.” 

You and your group, the new administration, come in and say that 
is $1.8 billion too high and that you are going to cut that immediately. 
That does not include the $400 million that is going to these 3 coun- 
tries, Laos, Vietnam, and Cambodia, that were not in the original 
bill. 

Now the Truman administration, after going through the same 
process that you went through, said that this is the bottom dollar. 
They said: “We need $7.6 billion, and if that is curtailed in any way 
you are seriously threatening the security of the United States be- 
cause that is what we have to have.” 

Now you come up and tell us that is not true at all; that we have 
already cut $1.8 billion out of that need, but what we need is $5.8 
billion, and as you stated here in your testimony you do not think that 
it can be cut without serious impact on the security of the United 
States. 

I would like your comment as to why you feel that you have reached 
the bottom dollar, and that we are threatening the security of the 
United States if we do not come to your figure. 
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Secretary Winson. That is a nice question. 

The Cuamman. Very nice. 

Secretary Witson. In the first place, I think our whole new admin- 
istration group think that Uncle Sam’s pocketbook was just opened 
too wide. 

Senator Gitterre. And so do I. 

Secretary Wrison. And we are going to close it up some, and any 
body who wants to reach into it has got to have a good credential to 
do it with, you see. There has got to be a good reason for it. 

We are conscious that the world still faces this Communist threat, 
there is no question about that; but we think, though, that the free 
world is in a better defensive posture than it was at the time of Korea. 


DEFENSE OF THE FREE WORLD 


After the war was over everyone was so sick and tired of war in the 
free world that everybody did about the same as our country, and 
they brought their boys home, and they cut their budgets, and some 
of the countries that had a tougher situation even than our country 
where they had so much destroyed of their nations, they were tired, 
and the defense of the free world dropped to a pretty low level. 

Now we have gotten that part way up where we feel somewhat 
safer, not because the danger is not there, but because the position is 
better. 

In the meantime, all this tremendous money that was made avail- 
uble—if } can be a little, well, maybe impertinent, it is not a very good 
thing—but right after Korea the ‘Congress as a whole wanted to make 
sure it was not going to be pinned on ‘them when we had trouble, and 
we were short of everything, so they appropriated so much money that 
no group of men could spend it. More was spent than any group could 
spend efficiently. 

Now, we are just going to correct that; but still we have got to 
defend the country and make it secure. This is the best reappraisal 
that a group of serious-minded men can make. 

Senator Giuterre. I am sure that is correct, but I am hoping that 
you and the other members in the executive department realize the 
position we are put in. I do not want to inject any partisanship in 
this. 

The Cuarman. Do you want to spend any more / 

Senator Guerre. No, I want to spend less, because nothing is fur- 
ther from my mind that partisanship, but I see newspaper state- 
ments that the new administration has already saved $1.8 billion in 
curtailment of budgetary requests left over from the “mess” that the 
prior administration left it. 

I would like to ask where that savings was made of $1.8 billion. 
Where did you cut it out? That is exactly, almost exactly, 25 percent. 

Secretary Witson. Well, some of that came from the reduced bud 
gets from other departments, other than Defense and mutual 
assistance. 

Senator Giitere. This is all mutual assistance, Mr. Secretary, | 
am talking of. 

Secretary Witson. It would have to be added up by the things we 
stopped or did not go ahead with or decided were not necessary any 
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more. Whatever it is, the figure sounds like a reasonable estimate 
of it to me. 

Senator Grtetre. You mean your present estimate sounds reason- 
able ¢ 

Secretary Wirson. Yes. 

Senator Gruterre. And the other estimate was unreasonable ? 

Secretary Wixson. I do not think we needed that much money to 
help the economies of these other countries and help their defense 
and get them going, and if it were not for these two wars that are 
going on, we could go some more; in other words, you pointed out 
that in spite of $1.8 billion that was cut, we have got a new situation 
that takes some appreciable new money that was not contemplated be- 
fore. 

Senator Grterre. I am not complaining that it is curtailed. 

Secretary Witson. And the same thing is true of the Defense De- 
partment budget itself. If it were not for the Korean war, which 
was never put in specifically as part of the defense budget, we would 
get along with considerably _ too. 

Senator Ginterre. Well, I repeat that I am finding no fault with 
the fact that there was curtailment. I think it could be made, and 
you, in sending this up, you do believe it could be made. 

What I am trying to point out is that our difficulty in agreeing with 
you is that you ‘have reached the bottom dollar, and that it cannot be 
cut from this point. 

Secretary Witson. Well, in my previous experience when I had 
a tough one like this, I would finally have to hide behind the statement 
that that was our best business judgment. 

Senator Guerre. Well, sir, I think that is a good answer. 

That is all, Mr. Chairman. 

The Cuatrman. All right. 

Senator Humphrey ? 

Senator Humpnurry. I think Senator Gillette has taken care of part 
of the questions that I wanted to ask, but I would like to seek a little 
more information, Mr. Wilson. 


BREAKDOWN OF BUDGET REQUESTS 


First of all, let me make my position quite clear. I am a supporter 
of the program of mutual security, and I respect the judgment of the 
President, the Department of Defense, and the Mutual Security Ad- 
ministration. When you tell me that it is the bottom dollar, the weight 
of evidence is on your side until I can get other information that would 
prove, beyond a reasonable doubt, that you are wrong. In other 
words, I think that your responsibility essentially is to outline the 
program, and it is our responsibility to doublecheck it. 

No, with that, may I ask this: Would it be possible for us to get, in 
view of the fact that there has been another budget presented to us 
earlier, commonly known as the Truman budget, a breakdown of that 
Truman budget with a counterpart budget of the new administration 
so that we can see these figures one for another, one as opposed to 
another ¢ 

Here is what I am after, for example. I do not doubt that your 
judgment in this thing is very good. Ido, however, wonder where you 
did make the cuts, and what ‘factors you did discover that gave you 
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evidence, reasonable evidence, that the cut could be made without 
jeopardizing our security. I think we need that for the purpose of 
intelligent discussion and specific items. 

I do not need that now, Mr. Wilson; I mean, that can come later. 

Secretary Witson. Perhaps Mr. Stassen should do it, but it can be 
done; and I say this, if I were in your position that is one of the things 
I would like to see because—— 

Senator Humpurey. We are going to have arguments about this, not 
so much maybe in Congress, as back amongst our constituents, and I 
think it is well for us to be able to say that we did review this, we did 
look at it, and we find that the evidence which the Mutual Security 
Administration had in its review was compelling evidence, if it turns 
out to be so. 

Secretary Witson. I think you will find, and it is interesting, that 
some things have been plussed and some things minused. 

Senator Humpurey. Yes. 

Secretary Witson. And that would really prove to your constituents 
and, perhaps, to the Members here themselves, that we have gone over 
it very carefully. 

Senator Humrnurey. I am sure you have gone over it very carefully, 
and I appreciate the fact that this is all somewhat fluid too; I mean, 
the world situation changes a little faster than we would like to have 
it change. 

The Cuarirman. Perhaps tomorrow may upset the whole picture. 

Senator Humpnrey. I do not want to get into a position of saying 
that there is an ironclad figure. You may have to increase or 
decrease it. 

DELIVERY OF END ITEMS 


Just one or two other points, Mr. Secretary. On the matter of 
deliveries, Mr. Wilson, I have been reading that the deliveries of end 
items, that is, completed goods of our defense program, particularly 
under Mutual Security, have been stepped up; is that the case? 

Secretary Wiison. Yes. 

The Cuarrman. The evidence was taken on that this morning. 

Senator Humpnrey. Just to clarify the record, have these deliveries 
particularly to the NATO countries been stepped up as a result of 
the natural process of industrial production from the point of issuing 
the contract to the point where you finally get the item off the line 
or is this because you have taken some expediting action adminis- 
tratively ? 

Secretary Witson. It is for three reasons. It is the natural produc- 
tion improvement of things after you get them going, it is taking some 
expediting action, particularly in the ammunition area 

Senator Humpurey. Yes, sir. 

Secretary Wuson (continuing). And it is taking some more 
careful review and push, of making the material promptly available 
for this MDAP program when it became available somewhere in the 
system. There was time being lost after it was produced, in getting 
it shipped, in getting it allocated to which country you were going 
to ship it to, and that kind of thing, so that it comes from those 
three sources. 

Senator Humpurey. In other words, you have, as we say, cut some 
— redtape so that you moved some of this equipment where it 
velongs ¢ 
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Secretary Wiison. That is right. 

Senator Humpnrey. And there has also been the natural process 
of the pickup on the lag time, so to speak, from the day of the con- 
tract-letting to the point of completion of the product 

Secretary Witson. Yes. 


DELIVERY OF HEAVY EQUIPMENT 


Senator Humrnrey. Let me ask you another question in reference 
to deliveries. I have heard that the reason that some of our deliveries 
of heavy goods such as tanks, planes, heavy guns, and so forth, to 
the NA’TO countries have been stepped up is because the pipeline to 
Korea was filled, they did have equipment in Korea in abundance, and 
that shipments to the Korean area could be leveled off somewhat. Is 
that the case ? 

Secretary Witson. Yes; although more equipment has to go to Ko- 
rea in conection with the ROK divisions, additional ROK divisions. 
It is not finished, in other words. 

Senator Humpnrey. But I understood—I have been studying this 
business in recent weeks, and I understood that about 9 months ago 
we were really pushing the equipment into Korea. 

Secretary Witson. That is right. 

Senator Humpurey. And that we did get what you might call, 
this term, the pipeline filled, and it was moving? 

Secretary Wirison. That is right. 

Senator Humpnurey. And we have been able somewhat to taper off 
and put more of it into the NATO countries which were asking for it? 

Secretary Wirson. That is correct. 


SHIPMENTS TO SOUTHEAST ASIA 


Senator Humpnrey. Well, now, would we possibly run into some 
difficulty now in view of the new problems in Indochina? I just want 
a little help on making this record so that later on if we come back and 
have some difficulties, at least we have discussed it. Here we have 
got a new situation in this southeast Asiatic area. We cannot prog- 
nosticate now just how serious that situation may be. Is there a possi- 
bility again that we may have to shift some of our emphasis on this 
equipment even more than we have contemplated in this bill to the 
Indochinese area ¢ 

Secretary Wuson. Well, what we have contemplated in the bill is 
our up-to-date estimate of it. 

Senator Humpurey. And that was before the invasion of Laos? 

Secretary Witson. Well, we had some final discussions of it in 
France when the Secretary of State, Treasury, Governor Stassen and 
myself. 

Senator Humpnurey. Yes. 

Secretary Witson. We brought it as nearly up to date with the 
best knowledge we could of what the French said the situation was 
and what our own information told us it was, so I would say it was 
the best. 

Senator Humpurey. At that time? 


_ Secretary Wirson. Yes. And I would see no reason to change it 
right today. 
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INCREASE IN FLOW OF HEAVY AIRCRAFT 


Senator Humrpnrey. Mr. Secretary, sometime ago Congress was 
deeply concerned about the delay in delivery on planes. We had all 
kinds of production problems. I recall that the Johnson subcom- 
mittee of the Armed Services Committee made an investigation into 
this area, and I also understood from the staff of the subcommittee 
that I have talked with that many of those problems were being over- 
come. 

Are we, therefore, getting a greater, a much heavier, flow of jet 
planes, modern planes, than we had, let us say, 6 months ago? 

Secretary Witson. We are getting an improvement but we are 
getting what we want instead of some things that had to go to a modi,- 
cation center, as they call it, and had to be worked over again. In 
other words, the planes that are currently being produced are pretty 
close to what we want. We have got 1 or 2 yet that we know of some 
improvements that have got to go into them. 

Senator Humenrey. In other words, you are getting the bugs 
out of a lot of these planes? 

Secretary Witson. That is right. 

Senator Humeurey. That is a natural process, is it not, in a new- 
plane development ¢ 

Secretary Witson. Yes. We seem to have been cursed by a little 
more of it than usual. It is because we had so many different kinds 
of new planes. 
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OFFSHORE PROCUREMENT 


Senator Humpnrey. In reference to this offshore procurement pro- 
gram, this has been hotly discussed in Congress, and I want to say that 
so far as I am personally concerned I think your offshore procurement 
program is very commendable. In view of the explanation, both in 
terms of the economic and political repercussions within a country such 
as in Italy, with their unemployment problems, and also the necessity 
for having factories and industrial centers closer to the scene of 
potential conflict, I think those are sound-value judgments. But we 
have had a lot of trouble in Congress about offshore procurement just 
on the basis that we did not want anybody else to have these jobs and 
produce this material. 

I know that you have taken that into consideration, and I think that 
it ought to be said, if for no other purpose than for the record, that one 
of the problems in offshore procurement has been just that outright 
political problem we have had right here in our country. 

Have you taken that into consideration, Mr. Wilson ? 
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Secretary Witson. Yes, and that is one reason I am so insistent { 
personally that we get value for our money. q 
Senator Humpnurey. Yes, sir. 
Secretary Witson. In other words, if we pay a big premium to have j 


the business placed outside the United States we will be more open to ; 
criticism. If we happen to have a little change over here, and we had ' 
about a million people more unemployed, all of us would be razzed 
about it, would we not? 

Senator Humpurey. Yes, that is right. 





_ 
: 





MUTUAL SECURITY ACT OF 1953 129 


Secretary Witson. Even though if it was the right thing to do we 
would still be in trouble about it. So I think it has got to be handled 
very carefully and properly. 


BALANCE OF TRADE 


Now, there is another thing, of course, that these other people have 
to have some way of balancing their trade between our country and 
the other areas, and I think it sasier to do it this way at this present 
time, and it is much sounder from a military point of view than it is 
if we tried to reduce our tariffs too much and let old established indus- 
tries feel the foreign competition. 

Senator Humrurey. I was going to get to that point next. It may 
be somewhat of a temporary palliative, is that your feeling? 

Secretary Witson. Well, the whole theory that we all have, and that 
is why I think it is sound to get these people efficient and have an 
understanding of what is required, to achieve industrial efliciency, so 
that they can be brought up to a level where they can raise the standard 
of living in their own countries and balance their trade—— 


DEFENSE SUPPORT 


Senator Humrneey. In the prior budgets, in the prior appropria- 
tions for Mutual Security, we have had considerably more money in 
what we called economic aid than in this present request, and much of 
that money has been designated as defense support. In other words, it 
is indirect economic aid for the purposes of defense support. 

Is it not true that a good deal of that money went into the tooling-up 
process and the modernization of plants which are now available for 
offshore procurement ¢ 

Secretary Witson. I think some of it went into power developments 
and things like that. 

Senator Humrnurey. Yes. 

Secretary Wiison. And basically supporting industry. We all 
thought that the closer we pulled it down, the less of that we had, the 
better off we were, and the other nations, they would like to feel that 
they were doing something for the money, too; I mean, this business 
of just a handout, they do not know when that could sudde nly end or 
what its continuity might be or what the reason for it basically was. 
It is a new thing in the history of the world, and it is what I call 
colonialism in reverse. 

You know the old idea, you get some new land and territory, and 
you exploit the primitive peoples and their resources for the benefit 
of the mother country. Now we are exploiting our people to raise the 
standard of living of the substandard areas of the world. That is a 
new one in the world that has never been tried before. 


RATE OF DEFENSE BUILDUP 


Senator Humrnrey. One final question: I have read a great deal 
about what has been alluded to as a change of policy in reference to 
our defense program and our relationships with out allies, namely, 
that in prior days and in prior administrations they had an end objec - 
tive year, such as 1955, that we would build toward. The idea is that 
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we have no such final goal here, but we try to keep a general posture 
of defense. 

Secretary Witson. That is right, and improve that, at least as rap- 
idly or more rapidly than the enemy can improve theirs. 

Senator Huz:rurey. Now, the reason I ask this question is that I 
recall about a year ago a meeting that some of us had with Mr. Lovett. 
We were going over the Defense budget at that particular time—at 
the meeting there were 17 or 18 Senators present—and I recall Mr. 4 
Lovett saying something like this: That Americans in the past have ; 
known two speeds on defense. One was dead stop and the other was 
full-steam ahead. 

Secretary Witson. That is right. 

Senator Humrurey. He said, “We are trying to arrive at a phi- 
losophy and policy in this country of cruising speed,” and he went on 
to develop that. He said the program “which we are outlining is 
one of being able to manage a domestic economy, on the one hand, and 
keep it sound, and, at the same time, to have factories, tools, and as- 
sembly lines that can meet a minimum defense program and be quick- 
ly accelerated in case of need.” 

Now, this was the policy as outlined by the former Secretary of 
Defense ; and it seems to me that it is the same policy that we are 
talking about now. 

Secretary Witson. Well, as you describe it, it is not too different. 

Senator Humpnurey. Well, I am describing it as he outlined it. In 
other words, while we have had a certain period of time in mind 
that we ought to get our Defense Establishment up to a reasonable 
limit, that has been. opposed to the demands of some, even in Congress, 
that we put on full-steam ahead. I have heard many a speech in ‘Con- 
gress about the necessity of quicker mobilization, more positive and 
dramatic mobilization, and against that has been the pervading 
cpinion of the Pentagon and the Joint Chiefs of Staff and those who 
were involved in our security decisions that we ought to proceed on 
a methodical, orderly basis for the first 2 years, of course, putting 
on a little extra steam so that we caught up the lag, and then arriv- ‘ 
ing at a plateau that we would maintain, and would be able to keep : 
pace with or to make minor gains or continuous gains, upon the 
strength position of the enemy. That is the policy today, as I under- 
stand it, and I am only saying this because I, for one, was somewhat 
disturbed by the statement that I read. I was of the opinion that has 
been the policy. 5 

The Cuarrman. There are various interpretations, and I ao not 
think we should get into that. 

Senator Humpnrey. Though I think it is a point of clarification. I 
do not think we ought to suddenly come to a conclusion that we have 
switched gears, so to speak, when, in fact, we have been telling our 
people for years that what we are attempting to do is to prepare 
ourselves, if need be, for a quarter of a century. 

Secretary Wiutson. Well, I think Secretary Humphrey put it very 
well by saying that we were not trying to do anything radical or 
upset t anything, but we were trying to position the thing a little 
better, and from my own angle, as I said in my statement ‘the other 3 
day, that we had reached a position where we can properly give some 
weight to ability to pay. 
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Senator Humpurey. I think that position has been reached under 
sort of moderate forced draft, where we have arrived at a point now 
where reasonable adjustments might be made. 


DEVELOPMENT OF AIRBASES 


Secretary Wuson. Well, you take as an example—I always like to 
look at things to make points—the development of the airbases in 
Africa. We started out to build those five all at once—that was the 
plan—and to build them in about 6 months or so. 

We got a lot of equipment over there, and we went at it in a way that 
you ordinarily do not get very good results, and there has been some 
criticism of — money that supposedly was wasted in the airbases in 
north Afric: 

I looked shah over myself, and some of it was not done so very well; 
I think some of the criticism is justified from hindsight. But I also 
have to admit that if we had gotten into a war about a year after 
Korea, and we had those bases even partly built under forced draft, 
the men who had wasted the money would be national heroes 

Senator Humrnrey. That is a problem of this whole field. T have 
no more questions to ask, and I want to thank the Secretary. 

The CuatrMan. Senator Mansfield ? 

Senator Mansrietp. I have no more questions. 

The CuarrmMan. We have a meeting here at 2: 30 this afternoon to 
hear General Bradley. The Secretary has got to go down to the 
White House. I think that we have seen demonstrated here toda 
the kind of mental leadership that America needs, no prejudice, with 
keen analytical minds dealing with the facts. 

I am certain that was your judgment, gentlemen, you who have 
listened here to the Secretary. He has not gone off the deep end 
in a partisan way. Can you agree with that, gentlemen? What 
we need are men who, after they have come on the inside, should be 
just as level-headed as they were when they were on the outside. 

Senator Humpnrey. Or even more so. 

(Whereupon, at 12:45 p. m., the committee adjourned, to reconvene 
at 2:30 p. m., the same afternoon. ) 


AFTERNOON SESSION 


The Cuatrman. We will call the meeting to order. 

General Bradley, we are very happy to have you with us. I know 
that you have prepared a statement. I take it you want to deliver 
that yourself to the committee and then open yourself to questions. 
Is that the way you wish to proceed ? 


STATEMENT OF GEN. OMAR N. BRADLEY, CHAIRMAN OF THE 
JOINT CHIEFS OF STAFF 


General Braptey. With your permission, I think that might be a 
good way to act, Mr. Chairman. 

You will notice this statement is listed as a statement before your 
committee as well as the House committee, because I was over there 
this morning and I did not have time to prepare separate statements, 
and since this statement records what I thought ought to be put down 
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in a statement, and most of it will be brought out by questions any- 
way, I hope you will excuse me for making the same statement before 
your committee as I made this morning before the House. 

When I prepared the statement originally I thought I would make 
it before a joint session. I was not called before a joint session, so 
I say, Mr. Chairman, I hope you will pardon me. 

Mr. Chairman, and members of the committee, representing the 
Joint Chiefs of Staff, I am supposed to furnish you a strictly military 
viewpoint on the mutual security program. 


NO REDUCTION OF SOVIET THREAT 


As to the military situation in the world, to the best of my know}- 
edge and belief, there is no indication of any kind that the Soviet 
anad Soviet-satellite military capabilities have diminished in the past 
year. On the contrary, there is every indication that the Soviets con- 
tinue vigorously to develop and modernize the forces that they could 
throw against the free world. We believe that their atomic capa- 
bility is rapidly improving. I know of no intelligence which reveals 
any change of attitude on the part of the Soviet Union or which would 
give us any reason to diminish, or slow down, or stretch out our pre- 
paredness effort. It may be of interest to you to know that the military 
chiefs of the 14 NATO nations are of the same opinion. No evidence 
was offered at the recent NATO meeting of any reduction of the 
Soviet threat. The risk continues to be great. The possibility of war 
is still with us. Both conditions will exist as long as our defenses are 
re ls atively weak, 

The military aid part of the mutual security program is all im- 
port itnt to the collective security of the free world. For several more 

“ars our allies—which we sorely need right now and in time of war if 
it occurs—will not be able to mobilize effective ground, naval, or air 
forces without a strong, continuing support, through a program of 
mutual security. To a large extent our security is dependent upon 
their security. 

The defense support funds in the present mutual security program 
are also of tremendous interest to the Joint Chiefs of Staff. We con- 
sider them very important especially in the NATO countries. These 
funds—for the long pull—are almost as important as the military end 
items to be supplied. The defense support directly assists in the rees- 
tablishment of an adequate mobilization base and furnishes additional 
means for self-help among the producing nations. 


EFFORT OF NATO NATIONS 


4. In Paris last month, the Military Committee of the North At- 
lantic Treaty Organization acted on the recommendations of the an- 
nual review which set forth the defense effort being made by all the 
member nations. This is the second annual review we have had. From 
the two reviews, I am quite convinced that the NATO nations are mak- 
ing as great an effort as can be expected of them under present condi- 
tions. "They have pledged themselves to an increase in ground forces 
and in the number of aircraft they have planned for their own de- 
fense. I point to this as a sign of the continuing progress of the 
NATO collective defense and the continuing good faith of our allies. 
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In order to more rapidly attain this collective defense, we should con- 
tinue our mutual security program. 


; AMOUNT OF FUNDS 


As you know, it is not the duty of the Joint Chiefs of Staff to 
fix the amount of funds to be requested for this program. As a basis 
for the whole mutual security effort, the Joint Chiefs of Staff have 
developed the force levels of all countries which we believe should be 
supported. These force levels are then used as a basis for develop- 
ing the requests for funds. Each year’s increment is a step forward 
toward the final goal of suflicient forces to make the free world rela- 
tively secure in the face of the threats which confront us. 

When the fiscal determination is made each year, we are then 
asked to divide it up among the 4 titles and among the 3 services. 
On April 29 the Joint C hiefs of Staff received a memorandum from 
the Acting Secretary of Defense, Mr. Kyes, giving them the decision 
as to the amount that the Director of Mutual Security would request 
the Congress to authorize and appropriate for fiscal year 1954 mili- 
tary assistance activities. The Joint Chiefs of Staff were then asked 
to recommend the distribution between military departments and 
titles of the amount to be available for materiel, and for training 
programs. 

This amount was considerably less than the amount we had con- 
templated in our initial recommendation for the military assistance 
portion for the next fiscal year. However, I would like to make it 
clear that the Joint Chiefs of Staff support all of this program. From 
a strictly military viewponit, we would like to have much more to 
help equip and modernize, and support, and maintain the forces our 
allies can be expected to mobilize. Without our help, their progress 
in ee military sufficiency would be too slow. 

[ would like to emphasize that the three services, in planning the 
milit ry aid for the NATO countries, have given emphasis ta the 
improvement of existing units by filling their requirements, rather 
than by the creation of new units. General Ridgway supports this 
action. He wants to make the forces he has at his command as effec- 
tive as possible. He also wants to be sure that the forces in his com- 
mand have the adequate logistic support to make them battleworthy 
on a sustained basis. In our opinion, this is sound planning which 
this program will implement to a great extent. 

7. It may be of interest to you that during the maneuvers last fall 
in Germany, I saw some of our equipment being used by the French 
forces. The units I saw were taking excellent care of the equipment 
they had and were making good progress in their training. I be- 
lieve that this year’s maneuvers will show a further improvement 

j in these units, and I would hope that some members of your com- 
i mittee could visit these maneuvers to see how well the units of the 
organization of the other nations are doing with the equipment we 
are helping provide. 

General Ridgway reports that by and large much progress is being 
made in the state of training and prep: aredness of the combat units of 
the NATO nations who are receiving this assistance. In addition, 
our own military assistance advisory groups, who are assisting in the 
training of the allied forces, are doing an excellent job. 
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We have been furnishing military assistance long enough now to 
know that it is paying security dividends. I hope that you will con- 
tinue to give wholehearted support to this program. 

That is my preliminary statement, Mr. Chairman, and I will now 
try to answer any questions which you may care to ask. 

The Cratrrman. Do you prefer to answer questions now? 

General Brapiey. Yes, sir. 

The Cuarrman. Could you comment on the following quotation 
from the New York Times of April 26, 1953: 


Today NATO’s problem is that all its strength is in the showcase. There are 
few reserves and these are grossly inadequate. 


RESERVE EQUIPMENT 


General Braptey. That is in keeping with the statement I just 
made, Mr. Chairman. I can elaborate on it a little more. 

We have been working to create certain units, divisions and air 
units, and in order to create as many units as possible, we have not 
been able, at the same time, to build up the amount of reserve equip- 
ment, reserve ammunition, and reserve aircraft, for example, that we 
would like. 

Neither have we been able to provide the combat support units like 
antiaircraft battalions, tank battalions, et cetera, that we would nor- 
mally expect to have for this size force, and I believe that is what this 
refers to. We do not have the depth of reserves in equipment, ammu- 
nitions, and so forth, that we should have, and we hope that that is a 
condition which we can correct. 


STRENGTH OF SOVIET DIVISIONS 


The Cuarrman. Do you want to give us an estimate of the strength 
of the Soviet’s fully equipped divisions and its satellites, as to where 
they are stationed and so forth? 

oem Brapiey. If you would care to, sir. There has been no 
material change as far as I know since I last briefed this committee 
on that situation. 

The Cuamman. Would NATO be strengthened if military assist- 
ance were to be allocated to the organization for distribution among 
its members rather than directly to its members? 

General Braptey. Would you mind repeating that question, sir? 


MILITARY ASSISTANCE TO NATO 


The Cuarrman. The question is, supposing military assistance were 
given to NATO instead of to the individual members, would that 
strengthen it? 

General Brapiey. I don’t think materially, sir, because we base our 
recommendations now very largely on the recommendations of the 
commanders like General Ridgway, for example, and if he should 
report to us that some country or some unit did not deserve to get 
certain equipment, we would certainly take that into consideration. 

I think until some situation develops far different from what it is 
now, you accomplish more by giving it to the nation which then 
furnishes its forces to NATO. I would like to point out in that con- 
nection that you might divide these forces into two classes, those which 
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are allotted to NATO and those which are allotted to security of their 
own home country. 

We think that this equipment should go to those forces that are 
allotted to NATO, and not to the home security forces. We think 
that is something which they can take care of themselves. 

The Curran. I understood from your statement that you feel 
the potentiality of the Soviet threat is just as great as it ever was. 

General Brapiey. Yes, sir; I think itis. In fact, in further answer 
to your previous question, we have no intelligence which indicates an 
increase in the number of divisions, or Russian air units, but we do 
know from our intelligence that they are improving the quality of the 
weapons and the mobility of those units. 

For example, they have started in now to furnish jets to some of the 
satellite air forces, and we think the improvement is being made in 
quality of equipment to the units rather than an increase in units. 


GERMAN PARTICIPATION IN EDC 


The CHarrman. Have you any recent news about EDC? What is 
your judgment from your visit over there as to whether or not that 
will come into being sooner or later? 

General Brapiey. You get very conflicting reports, Mr. Chairman. 
As you know, our military people have felt all the time that you never 
get a completely effective defense of Western Europe until you get a 
German participation. Whether or not you get that through EDC 
or through direct participation as a member of NATO, we think we 
should have it and should have it as soon as possible. 

As you know, it is largely a question of educating the French public 
on this. They have been invaded three times in the last hundred 
years, and it 1s pretty hard to overcome that prejudice against re- 
arming of Germany. However, they have come a long way in the 
last 3 years. 

Three years ago they were talking about integrating them into very 
small units, and now they have gotten around to an EDC proposition 
which provides for German participation in good-sized units, and 
while it doesn’t accept them as an equal member of NATO, it does 
accept them as a member of the European Defense Community. 
Probably from a political point of view that is the way to make it 
most acceptable to some of the nations, particularly the French. 

The Cuarrman. What is the condition of the air bases in Europe 
now? How do we compare with available air bases to that of the 
Kremlin ? 

General Braptey. Well, we do not have as many air bases as the 
Russians are building up in Western Europe and Eastern Germany. 

We have been trying to build enough bases to provide bases for 
available aircraft, and while we are not m: aking an attempt to match 
the Russians plane for plane, we do think that the quality of our 
planes, and with our advantage in special weapons, that we will be 
able to offset that superiority in numbers to a large extent. 


COMPARISON OF JETS AND MIGS 


Senator Smrrn. Do you think our jets, General, are superior to 
these Russian MIG’s, or do we have superior men operating them? 
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General Brapiey. It is hard to tell which, Senator. The record 
shows that during March we destroyed approximately 30 and lost 2. 
During April we destroyed 21 with 6 or 7 probable, and lost 2. In 
other words, our average has been about 8 or 9 destroyed to 1 lost. 

Now, you might argue that that is the man. We don’t know. We 
think it is a combination of training, more intelligent manpower, fire 
control, and things like that. 

Undoubtedly their plane outperforms ours in certain features. 
They have taken a lot of the weight off of it. They don’t have as many 
instruments on it. They don’t have a pilot ejection seat on it like we 
have, so it probably outperforms ours on certain things. 

On the other hand, we probably offset that by the equipment we 
have on it which some people would take off to lighten it, and some of 
it by training, some of it by superior manpower. 

The Air Force would be better qualified to analyze that than I am, 
myself, but all of those things enter into it. But the fact remains we 
are destroying about nine for each loss. 

Senator Smrru. Do you think Russia would control the air if we 
had an explosion in Europe? 

General Braptey. If we depended entirely on interceptor aircraft 
to gain air superiority, I think we would have a hard time, but by 
using special weapons I think we have a good chance of offsetting that, 
and our chances of doing it are improving all the time as we add air- 
craft to our side and bases from which to operate. 


ROLE OF AIRPOWER 


The CuarrmMan. We read a lot in the paper about our inadequate 
airpower. What is your personal judgment as to the plans that have 
been set forth in relation to the various arms of our services, and par- 
ticularly, what is your judgment as to the amount, or the plans relat- 
ing to airpower, and to our antiaircraft power ? 

General Brapiey. Well, our Chiefs of Staff have added increasing 
importance to airpower, particularly strategic airpower. For exam- 
ple, 3 years ago we were down to about 40 or 42 air groups, possibly 
48 if you count all the carrier groups. Since then we have recom- 
mended increases up to 143 groups. 

At the same time the Army increase has gone from about 12 divi- 
sions to 20 divisions, and that is partly because of Korea. If Korea 
was settled and we could withdraw our troops, I think the Chiefs 
would recommend a cutback in those divisions to possibly 18, and no 
decrease in airpower. 

So I think if you will analyze the force levels which we recommended 
for now as compared to those we were recommending 4 years ago, you 
will find that we have given great emphasis to the increased poten- 
tiality of airpower and the use of special weapons. 

The Cuarrman. Do I understand from that statement then, that 
our striking force in airpower has not been reduced but has been 
increased. Is that right? 

General Braptey. Well, it has been considerably increased in the 
last 3 years. : 

The Cruarrman. Then the general impression that has been given 
is not correct, which is to the effect that we are reducing airpower. 
Instead of that we are building up airpower. Is that right? 
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General Braptey. We certainly have been over the last 3 years; 
yes, sir. What we will be able to do in the future depends on the 
decision of you people. 

The Cuarrman. What is the philosophy in that regard or the par- 
ticular action that the new administration is going to take in that 
regard ¢ 

General Braptey. I have seen nothing that would indicate that 
they have any idea of cutting back on airpower. Whether or not 
the Air Force can do it with the funds which the administration has 
said are available remains to be seen. 

The Cuarmman. Primarily, as an Army man, what is your judg- 
ment in this atomic age of the defensive and offensive value of all arms 
of our alrpower / 

General Brapiey. I think we must have two distinct but not sepa- 
rate things in mind. One is a reasonable air defense of the United 
States and the other is an offensive striking power whie *h not only 
acts as a deterrent to war, which affects any enemies’ capability to 
make war, but also is a very big part of the defensive ‘effort of the 
United States, because if you can go over and hit the airfields and 
plans and facilities from which they are launching attacks against 
the United States, it is probably as an effective defense of the United 
States as you can get. 

No one will ever know, I suppose, just what part each one of these 
elements plays. Certainly if you have a war you are in danger of 
being bombed, and you want all of these forces. If you don’t have 
a war, some people might say, well, we spent all this money for 
nothing. 

I would say that is not a correct analysis, because if we don’t have 
a war, it may be very largely due to the fact that we did have the 
strength and this capability to hit back. 


BUILDUP OF EFFECTIVE FORCES 


The Cuarrman. In your statement you call “~ ntion to the fact 
that General Ridgway supports the action, and by that you mean 
he emphasizes that the three services have given emphasis to improve- 
ment of existing units by filling their requirements rather than by 
the ereation of new units. I think I understand just what that means. 

General Braptey. Maybe I should elaborate upon it a little bit for 
the reeord, if you think it is desirable. 

The Cuamman. I think you can in connection with this further 
question. If that is true, in relation to General Ridgway in NATO, 
is it the same philosophy that they are developing in re lation to our 
overall defensive forces? That is what I want to ascertain. 

General Brapiey. No, sir; I think there are two separate problems. 
The condition in Europe is that in order to build up effective forces 
and get a certain number of divisions, a certain number of air units, 
we have been putting all of our equipment into initial equipment to 
vet them organized and start training and get them up to the respec 
tive units, 

The time is now arriving when we think, and General Ridgway 
thinks, we should improve the quality of those units; let’s say it is 
50, 100 divisions, or whatever it is. We should improve their fighting 
quality by giving them some reserve equipment, more days of fire of 
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ammunition, more days of flying petrol, for their planes, and things 
of that nature, support units, additional artillery battalions, tank bat- 
talions, and so forth, and make these divisions more effective. That 
is what I had in mind by that statement, Mr. Chairman. 

Now, as to our own units, we have maintained a rather balanced 
force. By that I mean, for example, the Army does have well over a 
hundred separate combat support battalions like antiaircraft, tank 
battalions, artillery battalions, and so forth, so our Army forces are 
much better balanced than these army forces of the European 
countries. 

Our Air Force, for example, has a reserve of spare engines and 
spare planes which they could feed in to replace losses in our own 
forces. 

It is true, as has been brought out, we haven’t had the 90-day 
ammunitions reserve in Korea, but our ammunition backup in general 
is much better than most of these countries, so I would say that the 
necessity to fill out for our own equipment and our own reserve spots 
is of much less importance than it is for these NATO country services, 
where we have been creating new units, getting them trained, and so 
forth, and the time has now come when we should strengthen them 
with reserve equipment, more ammunition and so on. 

The CuarrMan. Senator Hickenlooper. 

Senator Hicken.Loorer. General Br adley, how many armored di- 
visions do the Russians have on the German front? I mean in Ger- 
many in total, poised on that front there. 

General Brapiey. Sir, I have had that in mind a dozen times, but I 
haven’t looked it up lately, and I am afraid I cannot answer it. 

Senator Hicken Looper. Their divisions run around 12,000 as com- 
pared to around 18,000 of ours 

General Brapiey. Yes, sir, ‘approximately. It will vary a little 
bit, but they average about 12,000. Remember, they keep their artil- 
lery in separate divisions. We keep four battalions of artil! ery as 
part of our division organization. They have a lot of the!r artillery 
support in the form of extra artillery divisions. 

Senator Hicken.oorer. That is all, Mr. Chairman. 

The CuarrmMan. Senator Sparkman. 


SPECIAL WEAPONS 


Senator SparKMAN. General Bradley, in your statement you re- 
ferred 2 or 3 times in answers to questions here to special weapons. 
Did you have in mind there the special weapons provided for in that 
special authorization that is called for in the bill? 

General Braptey. No, sir. 

Senator SparkMAN. You are talking about weapons available to 
us? 

General Brapiey. I am talking about our own use of weapons that 
are available to us. 

Senator Sparkman. I wonder if you could tell us something about 
those special yeenees provided for under that $250 million. I may 
say we asked Secretary Wilson about it this morning and he suggested 
that you would be the proper one to answer that. 

General Braptey. Senator Sparkman, I am afraid I can’t help you 
too much. That amount of $250 million was put in there by the Di- 
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rector for Mutual Security and has never been referred to the Joint 
Chiefs of Staff for analysis, so we don’t know exactly what it has in 
mind. 

I notice that from the bill it specifically says none of this will be in 
violation of the Atomic Energy Act. It will be done only on the 
approval of the President, and any shipment out of the country will 
only be done on approval of the President, but. as to exactly what they 
have in mind on that, sir; I am sorry I don’t know. 

I think, if I might answer it in a general way, we are always im- 
proving weapons. As time goes on we change from one type of 
weapon to another, and whether or not he had that in mind, I don’t 
know. 


SEEKING TESTIMONY ON SPECIAL WEAPONS FUND 


Senator SparKMAN. You know the whole thing is rather puzzling 
because it seems that unless there were some ‘special weapon in- 
volved, some extraordinary weapon, the President would already 
have the power to make these transfers. 

Now, I may not be absolutely correct on this, but I think Mr. Stas- 
sen, himself, deferred to the military when we asked him the ques- 
tion, and then this morning we asked Mr. Wilson and he referred us 
to you. Now, can you give us a suggestion as to whom we can make 
this inquiry of? 

I know it is something that we are going to be asked plenty of 
questions about when the time comes to present it on the floor. 

General Brapiey. Well, sir; as I say, that was not put in there by 
the military. We have not been asked to analyze it or make recom- 
mendations on it, and I am afraid I can’t be too much help to you, 
sir. 

Senator SpaRKMAN. Personally, I have always favored considerable 
flexibility in the administration of the act in order to allow the ad- 
ministrator or the President, or whoever has charge of it, to be in 
position to take care of varying circumstances, but I do believe that 
we ought to have more specific information than we have yet been 
able to get regarding this particular provision. 

General Brapiey. As you know, of course, we have a lot of special 
weapons in addition to atomic weapons ere development. Some 
of them will be effective within the next year, some of them within 2 
years. In general, they will either meaipenes or replace existing 
weapons, 

Senator Sparkman. The thing that puzzles me, though, is this. 
Why would that require a special provision in the bill to take care of 
those? Why wouldn’t they be handled just normally in the routine 
handling of the whole program / 

General Brap.ey. I am afraid I can’t help you, sir. 

Senator SparKMAN. And it specifically, as you beanies out, elimi- 
nates atomic weapons that are forbidden by law to be exchanged. 
Well, maybe General Ridgway can tell us. 

General Braptey. Might I comment on that remark, sir? 

Senator SPaRKMAN. Yes, indeed. 

General Brapuey. I noticed that had been commented on somewhere 
that this involves General Ridgway’s study. 

Senator SparKMAN. I do believe we are going to need more specific 
information regarding that before we can hope to carry the burden 
successfully. 
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The Cuarrman. All right, Mr. Wood, will you see to it that the 
proper person, who knows the proper facts, is brought before our 
committee ¢ 

Mr. Woop. I will, sir. If General Bradley will permit, 1 think I 
can clarify one aspect of it. 

The CHarmMan. Go ahead. 

Mr. Woop. What was in mind, in part at least, is this: That in the 
case of these special weapons, some of which are now on the drawing 
board, those weapons, under provisions presently in effect, would 
probably not be used for supply to our allies. 

The thought was that there ought to be something in this bill indi- 
eating that they might be so supplied, but that the actual supply of 
those weapons to other nations ought to be hedged around more than 
the delivery of the conventional weapons, with provisions such as 
special requirement that the President, (@) find it desirable and in 
the interest of national security to put them into production, probably 
for this purpose and, (4) if, and when they were produced, make a 
special determination that they be delivered to our allies. 

The other principal reason for putting the provision for such 
weapons in a separate part of the bill was our intention that if this 
money were not found to be usable and useful for this specifie purpose, 
it would not be available for and diffused in with, the other military 
end item funds or be usable for other purposes. ‘That is the concept 
behind the separate provision for these weapons, Senator Sparkman. 

Senator SparkMan. In other words, that $250 million would be 
earmarked for a special use, and if not used for that, it simply would 
never be drawn out. 

Mr. Woop. Exactly, and if used, it would be used under more 
stringent conditions as to Presidential findings than the other and 
more conventional weapons. 

Senator SparkMAN. May IL ask this question. Within that concept 
do we have any “special weapons” now ¢ 

Mr. Woop. That, sir, is a matter that I could not answer, and Gen- 
eral Bradley or the military people would have to answer that. All I 
could say was what the concept as to separating this out would be. 


TYPE OF SPECIAL WEAPONS 


Senator SparKMAN. I don’t care about digging into anything that 
should be kept secret, but it does seem to me that cert: ainly we ought 
to know the type of weapon you have in mind. _ I still don’t know. 

Mr. Woop. Certainly I think it is proper to say, Senator Spark- 
man, that unless a specific weapon with the characteristics which are 
broadly described here were developed and the President determined 
that it should be put into production, this fund would not be used. 

Senator SpaARKMAN. I suppose that a few years ago, before we had 
ever developed supersonic planes, for instance, it would have been 
thought of as a special weapon. 

Mr. Woop. I should think so. Again, that would finally be for the 
determination, it seems to me, of the military, who know about these 
weapons. They are dealing with them and producing them and hav- 
ing them developed. 

Senator SPARKMAN. I assume that the atomic cannon comes within 
the atomic legislation; doesn’t it ? 
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Mr. Woop. I would defer to General Bradley on that. 

Senator SparkMAN. It would use atomic ammunition, and I sup- 
).ose that would be prohibited. . ef 

General Brapiey. That particular ammunition would come under 
the same restrictions as anything else pertaining to atomic develop- 
ment. 

Senator SparkMAN. Therefore, that could not be classed as a special 
weapon within the meaning of this act. eG 

Mr. Woop. Yes, sir. You are correct that the limiting sentence of 
tliis particular section of the proposed legislation provides that noth- 
ing in the section shall negate the effect of any other law, which means 
that until and unless the Atomic Energy Act itself were changed, this 
section would not permit the furnishing of any atomic weapons. 

Senator SparkMAN. I just wondered if you could give us this. Do 
vou know of any weapons that are under development now that would 
fall within this classification ¢ 

Mr. Woop. Again, I would not be able to answer, not being a scien 
tist or a military man, Senator Sparkman. 


GUIDED MISSILES 


We all have seen newspaper stories of the various guided missiles 
being’ developed. Presumably, though I would not speak for the mili 
tary, because I would not be authorized to do so, it is new weapons of 
that type or similar types that are being developed which were in 
mind in putting forward this suggestion. 

Senator SparKMAN. Would there be anything wrong if we were 
wsked what was meant by that—if we used guided missiles as an exam- 
»le—because the newspapers are full of stories about guided missiles 
oll the time. Do you think that is a suitable example / 

General Brapiey. I think that is one example which might be 
classed as a special weapon. 

Senator SpARKMAN. Would there be anything out of order if some- 
hody asked us to say so even on the floor; would you think ¢ 

General Brapiey. I wouldn’t think so, if that is what Mr. Stassen 
liad im mind. 

The CHamman. We know it took President Roosevelt, when no one 
‘Ise would have said it, to spend $1 billion in experimentation for the 
A-bomb, and he gave the order. 

Now here you are getting legislative authority which the President 
may use if he deems it necessary. When someone came around to 
President Roosevelt and told him about the possibilities, the poten- 
tialities of the A-bomb, they were merely experimenting. 

If someone comes to the President and says, “Here is something new 
in the field of matter, new energy, something we have got to get into 
before the enemy gets it’—the Germans almost had the A-bomb 
before we had it—this then will take care of the situation. 

Now am I analyzing that right? 

Mr. Woop. Mr. Chairman, I think I might add to that. I don’t 
think this fund would be used for research and development. It is 
rather a fund which is not to be used for any purpose except to put 
into production these special weapons, weapons which may take a 
very long time to produce and deliver. It is to be set up in such a 
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way that if, when the weapons come off the line and the President, 
acting on his own judgment and that of his advisers, decides that it 
would be in our security and interest to have them delivered to our | 
allies, he would be in the position of having had the weapons pro- : 
duced and available to deliver. 

Senator Mansrietp. May I say something there. Secretary McKay, 
before the House Ways and Means Committee yesterday, testified 
on the reciprocal trade agreement, when he got to a certain paragraph 
was asked what he meant by it. He said he didn’t know, that he 
hadn’t written that paragraph. 

I think we ought to have Mr. Stassen come back before he leaves 
for the Far East and ask him what he means, because the idea that 
he could put something like this in the bill without consulting with 
the Joint Chiefs of Staff—because it will be their primary responsi- 
bility to get this stuff over there—is a little incomprehensible, and I 
think we ought to find out also about the report of the 55 American 
businessmen. This thing needs a lot of looking into. 

Senator SparkMAN. You said the Far East. It is the Near East, 
isn’t it? When does he go? 

Senator Humpurey. This weekend. 

Senator SparKMAN. Tomorrow would be the only time then. Well, 
Mr. Chairman, I will not belabor the point further on that. 


£00 ad 


LISBON GOALS 


General, I am sorry to have taken so much time, but there are sev- 
eral questions that I have. I think I can be pretty brief. I want 
to ask you a little bit about the Lisbon goals. 

Secretary Wilson this morning and Secretary Frank Nash, Assistant 
Secretary, rather, told us that the goals set at Lisbon had been virtu- 
ally attained. 

General Brap.tey. If you will remember, the Lisbon goals were ap- 
proximately 50 divisions, the Army part of it. How many of those 
are attained depends upon what you call a division. Most of those 
were organized and reached a certain stage of training. However, 
not all of those that were organized reached the standards of training 
that General Ridgway set up as a requirement to be called a battle- 
worthy division as of D-day. 

If you base your answer on the number of divisions we organized 
and gave most of the equipment to and got them started, the answer 
is yes, we almost attained those goals. If you ask General Ridgway 
how many of them meet his standards, em will get a lesser number. 

Now it is to improve those divisions, between what actually meets 
his goals and the actual goal that part of this thing will go to help 
improve that situation equipment-wise and training-wise and ammu- 
nition and reserve-wise—— 

Senator SparKMAN. They have also used the expression—when I 
say “they,” I mean different witnesses before us—about improving 
quality rather than quantity, that being the goal during this next year. 
Is that what you mean ? 

General Braptey. That is what I have in mind. For example, we 
are short on the number of support combat battalions, extra tank 
battalions, artillery equipment. 
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For example, if you lose 10 tanks out of an outfit, where do the 
replacements come from? Ina war you normally have those replace- 
ments ready to move up with their crews. We are short on that sort 
of arrangement. 

STOCKPILE FOR GERMAN DIVISIONS 


Senator SparKMaNn. Of course, it would improve when you have the 
reserve units. That builds up the quantity but not divisionwise. 

General Brap.ey. Yes, sir. If you had an extra artillery battalion 
and an extra antiaircraft battalion, it strengthens that division. 

Senator SparKMAN. But doesn’t add to the number of divisions. 

General Bradley, somebody said something—I don’t remember 
whether it was Mr. Stassen or not, but someone has said something 
about a Berlin stockpile. Is that contemplated in this program, and 
just what kind of a program is it? 

General Brapiey. I think you are referring to the stockpile for the 
equipping of German divisions when and if they are ever author- 
ized. Isn’t that what you have in mind? 

Senator SparKMAN. Food and supplies. 

General Brapiey. In addition to that Berlin stockpile, there is 
another stockpile which we have been building up, stockpiles and 
reserves of equipment to be used in arming and equipping certain 
German divisions when and if they are ever authorized, by the ap- 
proval of EDC. 

Senator SparRKMAN. Just anticipating approval ? 

General Brapiey. Yes, sir. It is going to take some time to acquire 
all that. and if we had to wait another year to get an appropriation 
-fter EDC came into effect, we would lose that time, so there has 
heen a stockpile building up of equipment, anticipating approval 
of EDC. 

Senator SparRKMAN. By the way, you mentioned the maneuvers; 
when are they to be held ? 

General Brapiey. September is the finale, the windup, and then 
some of them start this month and then they will continue through 
June, 

PROPOSAL ON PRISONERS OF WAR 


Senator SrparKMAN. General Bradley, just one more question and I 
am through. Do you care to comment on the proposal made by the 
North Koreans, the Chinese Communists, to set up a five-nation com- 
mittee for the prisoners of war? 

General Braptey. I would rather not comment. If I were not be- 
fore your committee, I would be over at the White House right now 
discussing it. There is a conference going on there right now. 

Senator SparKMAN. I have finished, Mr. Chairman. 


NUMBER OF AIR GROUPS 


Senator Humrnuery. I am not going to detain the general very long, 
but there is one point I want to get clear in reference to the chairman’s 
question pertaining to airpower. 

I read recently in the press where the new order from the Secretary 
of Defense or from the Defense Department to the respective services 
would entail a sizable cutback in the proposed goal or objective of air- 
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power. As I understand it, the goal was 143 air groups, and accord- 
ing to your figures, which were off the record, that goal as yet has not 
been reached. 

But I understand with the new cutback in terms of funds and other 
cutbacks on use of manpower and equipment, that the Air Force would 
be cut back to about 102 or 103 groups asa goal. Now is that true? 

General Brapiry. That is not my understanding. My understand- 
ing is that they have not abandoned the eventual goal of 143 wings, 
but they feel that for reasons other than military, that we should 
have a lesser appropriation and a lesser expenditure for the time being, 
and therefore we would have to delay the reaching of that goal to 
what we from a purely military viewpoint would like to see. 

Senator Humrenurry. Was there a dateline for the achievement of 
that goal, General ? 

General Braptey. From the military point of view we said let’s 
attain it as soon as we can, because we think that is what is required 
for reasonable security of the United States. 

Senator Humrurey. Now, what does the new order do, General ? 

General Braptey. We had originally hoped that we could attain 
this thing, as I said, as soon as possible. For example, we had hoped 
we could get it by 1953, or if not by then, by 1954 or 1955. 

If you are going to reduce budget expenditures, you probably will 
put it off even beyond that, the attaining of any such goal. 

Whether or not this budget will result in a cutback velow the pres- 
ent strength remains to be seen. You can always say you have got a 
lot of inefficiency and lost motion and so forth, and I suppose we do 
have, as in any business. I know I have around my own house, for 
example, and I expect we all have some losses of effort. 

How much of that we can cut out as saving without reducing defen- 
sive strength, I think remains to be seen, 


REDUCTION IN ATR FORCE BUDGET 


Senator Humpnrey. General, I recall a year ago some of us took a 
very active part in sustaining the Air Force budget. There was, I 
believe, from the Appropr iations Committee a sizable reduction in the 
Air Force budget, and it was restored on the floor of the Senate. 

My concern about the budget cut on the Defense Establishment is 
that if you cut back too far in the appropriation, at this time, then you 
don’t have a chance to let your contracts for the purpose of building 
toward that goal—within any reasonable period of time. 

We talked about a stretchout last year. Are we getting a further 
stretchout in terms of oudget cuts on airpower again / 

General Brapiey. In my opinion that is what it will amount to: 
yes, sir. 

Senator Humprrey. As I understand the Joint Chiefs of Staff posi- 
tion, it is not the responsibility of the Joint Chiefs of Staff to make 
policy, but to provide the information for the making of policy or 
for the alternative decisions which may be made ? 

General Braptey. That is right, and making the recommendations 
from a purely military point of view which can be considered along 
with the economic, political, and other considerations. 

Senator Humpnrey. I respect that position, and I feel it is a very 
worthy one. Yet in reading this statement of yours, I have just noted 
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a few items here and there. I notice a general tendency in the lan- 
guage, some feeling that there may not be quite enough included in 
Mutual Security. 


AMOUNT OF FUNDS 


Now let me just read a sentence to you as an example: 

It is not the duty of the Joint Chiefs of Staff to fix the amount of funds to 
be requested for this program. As a basis for the whole mutual security effort, 
the Joint Chiefs of Staff have developed the force levels of all countries which we 
believe should be supported. 

Later on you say: 

This amount— 
speaking of the amount in the bill— 
was considerably less than the amount we had contemplated in our initial 
recommendation for the military assistance portion for the next fiseal year. 
However, I would like to make clear that the Joint Chiefs of Staff support 
all of this program. From a strictly military viewpoint, we would like to 
have much more to help equip and modernize, and support and maintain 
the forces our allies can be expected ‘to mobilize. 

Now with that as your statement, we have had a budget presented 
to us here, and an authorization request of $5,800,000,000. The 
early budget that came down from the prior adminisiration was 
$7,600,000,000. 

Under the $7,600,000,000 budget, commonly known as the Truman 
budget, the Joint Chiefs of Staff made their recommendations, of 
course, to the Department of Defense and to the Mutual Security 
administration. That is correct, is it not? 

General Brapiey. Yes, sir; as to how it would be divided by 
titles and by service. 

Senator Humpnrey. Did you make any recommendations as to 
the total that was needed for military assistance ? 

General Brapiey. No, sir. We were given that figure. 

Senator Humpnrey. You were given a figure? 

General Brapiey. Yes, sir. 

Senator Humrenrey. By the Mutual Security Administration? 

General Braptey. By the President. 

Senator Humrurey. By the President? 

General Brap.ey. Yes, sir. 

Senator Humpurey. And then you were asked to divide it accord- 
ing to what your best judgment would direct ? 

General Brapiey. Yes, sir. 

Senator Humpnrey. And under the $5,800,000,000 you were like- 
wise given the figure ? 

General Brapiey. Yes, sir. 

Senator Humenrey. Is that the common procedure, General? 


RATE OF DEFENSE BUILDUP IN WESTERN EUROPE 


General Brapiey. Yes, sir. That has been true in every case. 
We have set up, as I said, certain requirements of forces which we 
think are necessary to provide security for Western Europe, which 
of course also includes our own security. We realize you can’t 
attain those goals in any 1 year. It is going to take considerable 
time. 
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Even if we could afford to furnish all the equipment in 1 year, 
they couldn’t afford to raise the forces and maintain them. They 
couldn’t probably furnish the manpower, the barracks, and so forth. 
So we realize that it has got to be stretched over a period of time. 

Now from a purely military point of view, we would like to com 
press that into as short a period as possible. For example, if those 
countries could raise the forces and do their part of it, we would 
say, well, let’s give them $10 or $12 billion work of equipment this 
year, so as to gain our security forces in that state of readiness as 
soon as possible. 

We realize there are things other than military, as you brought out 
here, that are involved in this—economic, political, and manpower 
problems in Europe. We realize then that somebody else who Enon s 
all of those things, who considers the military recommendations, the 
recommendations of the economic people, and so forth—that the 
executive part of the Government has to make a decision on what they 
are going to recommend to you as to the amount each year towari| 
attaining that eventual goal. 

Now we would much rather have the 7.6 billion, because it would 
help us reach that goal of security forces quicker than it would if you 
take it at 5.8. Therefore, we support everything in this 5.8, and we 
would actually like to have more. In other words, we want at least 
this much. 

I can’t know whether that answers your question or not. 

Senator Humrpurey. That does, sir. I think that is a very fair and 
frank answer. 

REDUCTION OF FUNDS 


Let me ask you this further question: Would you, in supporting the 
5.8—and I am only asking these questions because of my concern. I 
don’t want to see the Government spend any more money than we 
have to. I surely don’t want to see an inadequate amount of money 
spent just to satisfy the desire on the part of each and everyone of us 
for economy, because I think that kind of economy might not be very 
wise. 

I said before that I believe that the weight of evidence rests on the 
side of those that propose these budgets, because they have the respon- 
sibility, and we are only sitting here as Senators with less informa- 
tion and less overall information, by far, than the executive. 

My question is, Do you feel that the figure of $5,800,000,000 is a fig- 
ure which should not be reduced? Do you feel that any major reduc - 
tion of any sizable reduction would have some threat or some injury 
to our security position? 

General Braptey. Yes, sir; in this way: The more you cut it, the 
more you are lengthening out, stretching out the period during which 
we are not going to reach this goal ‘of what we call “reasonable 
security.” 

I say it would be better if it were 7.6 or even 10. The more you cut 
it below the 5.8, the more you are stretching out the time when we 
reach the security forces which we would like to see in being. 

Senator Humpnrey. In other words, all these decisions can be 
termed “calculated risks.” It is a matter of political judgment; is 
that correct ? 

General Braptey. Yes, sir. I wouldn’t call it all political. 
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Senator Humpnrey. By the word “political,” I mean overall 
judgment. 

General Brapiey. Consideration of all the elements involved, like 
military recommendations, recommendations of the economic pe.ple, 
the Secretary of the Treasury who has to furnish the money, political 
implications with our allies. All of those things must be weighed 
in their proper perspective and a decision reached as to how much 
it is. 

After weighing all those, the administration has apparently de- 
cided what we should ask for this year is 5.8, and we certainly need 
that much. 

Senator Humpnurey. I believe that is all, General. I had another 
question but it slipped my mind, in reference to this whole budgetary 
problem. 

The CuHarrman. Senator Mansfield. 

Senator MaNnsrievp. In other words, General, what the Executive 
does you just carry through on? 

General Braptey. Yes, sir. We accept that decision. Some people 
have intimated that we should keep on arguing. Well, I have said 
before the committee, we present the military reasons why we think 
certain things ought to be done, realizing that all these other elements 
must be taken into consideration. When they are, and the decision 
is made, we say all right, that is the decision, and we abide by it. 

That is our training. We have been brought up to argue until the 
decision is made, presenting our case, and when the decision is finally 
made, we play on the team and help carry it out. 

Senator Mansrtetp. I am glad of that. If this measure called for a 

$2 billion appropriation inste: ead of $5.8 billion, you would do the same 
nian 

General Braptey. Yes, sir; and I would tell you the same thing, that 
I would like to see it larger. 

Senator Mansrtetp. So I think it is pretty well established in the 
record that as far as you and the Joint Chiefs are concerned, what you 
are doing is just following in your ¢ apacity to the best of your ability 
along the lines outlined by the executive branch of this administration. 

General Braptey. Yes, sir. 

The CHatrMan. Every administration. 

Senator Mansrietp. Every administration. 

General Braptey. The decision has been made that after considering 
ail these elements, this is what they should ask. you to authorize. 

Senator Mansrtetp. And to make the record perfectly clear, this 
would apply to all administrations. 

General Braptey. Yes, sir. 

Senator MansrFieLp. You have done it in the past, and you are doing 
it today. 

General Braptey. I have emphasized that before, sir, that I am 
neither a Democrat nor a Republican. I try to serve you, I try to 
serve my President and my country, and I will do that with equal 
loyalty whether it is a Democrat or a Republican or whoever happens 
to be in power. That is my job, and purely nonpolitical. 

Senator Mansrretp. We are convinced of that already, General, 
but what I was trying to emphasize was that your job is to carry out 
the policy once it is laid down. 

General Brapiey. That is right, Senator. 
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Senator Mansrietp. Now have you had any conversations with 
General Kissner since he returned from Spain in the past day or so? 

General Braptey. No, sir; Iam sorry, I have not. 

Senator Mansrievp. In your opinion, speaking from the military 
point of view only, would you think it advisable that Spain be brought 
into the European defense setup 4 

General Braptey. From a _ ‘ly military point of view, yes, sir. 

Senator Mansriexp. Yes, I understand that, but I am just asking 
the question from a military viewpoint, and you have given the answer. 
That is all, Mr. Chairman. 

The CHAtrRMAN. So that there won't be any mistake about this, 
in a world emergency, it is the business of the executive head of this 
Government to determine the policy, is it not ¢ 

General Brap.iey. That is right, sir. 


ALLOTMENT OF FUNDS 


The Cuarrman. And when, after considering all the elements, all 
the factors, the economic, political, military—and certainly the Presi- 
dient himself is a military man—they arrive at what they think is the 
right amount that they can afford to spend for the military, then they 
submit that figure to you, and you allot it where you think it will do 
the most good, is that right ¢ 

General Braptey. We make our recommendations on the use of 
these funds where we think we get the greatest amount of security out 
of that particular amount. 

The aoakaan That has been the practice as long as you know 
anything about government ? 

General Braptey. Yes, sir. I would like to point out, however, 
that the military even on the use of an allotment of these funds is not 
necessarily governing because there are a lot of political implications 
that come into it as well as military. 

The Cuairnman. That is right. In other words, you are just a good 
public servant. 

General BrapLey. We hope we are good, sir. 

The Cu. AIRMAN, We thank you, sir. 

Senator SparKMAN. Mr. Chairman, may I ask just one question. 
Mine is along the same line. 

I want to ask you, General Bradley, if you agree with this state- 
ment that Secretary Wilson has made this morning: 

To date no justification has yet appeared to warrant any belief that the danger 
has disappeared or even appreciably lessened— 
in speaking about Europe. 

General Brapiey. Yes, sir, and I said a similar thing in my own 
statement. 

Senator Sparkman. Yes, I recall that you made a similar state- 
ment—that you see no signs that would warrant your letting up or 
something to that effect. 

General Brapiey. Yes, sir. 

Senator Sparkman. It is in view of that feeling that you may be 
thought of as being fearful of an undue stretchout. 

General Braptey. Yes, sir, 
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STEPPING-UP OF SOVIET PRODUCTION 


Senator Humpurey. My question supplements, I think, the one 
that has been asked both ‘by the Chairman and Senator Sparkman. 
There is considerable talk about the developments under the most 
recent 5-year plan in the Soviet, which I understand is to be com- 
pleted about 1956, between °55 and °56. The information that we have 
been able to get on this is a substantial stepping up of Soviet industrial 
capacity, particul: arly for war-machine production. 

This program contemplates a position of maximum strength for 
the Soviet in terms of intensified industrial development and the 
equipment of her troops between 1955 and 1956. Is that the general 
knowledge that the military have ?/ 

General Brapuey. Yes, 1 think that is right. They adopt these 
various 5-year plans to reach a certain goal by the end of that 5-year 
period. It doesn’t mean necessarily that at that time that is going to 
be the maximum and they will be ready to go to War. 

They may add another 5 years on top of that. 

Senator Humpnrey. The next part of my question is this. As we 
make these appropriations and make these authorizations for mili- 
tary security, mutual security, would it not be wise for us to be think- 
ing in terms of trying to counterbalance in the hope of getting a little 
edge of strength in a comparable period upon our prospective enemy 
or our enemy ¢ 

General Brapiey. Yes, sir. I think it is unfortunate, in a way, or, 
to put it the other way around, I think it would be an advantage if 
we could make 5-year plans. We can’t, as you know, for various rea- 
sons, so they have an advantage on us in making 5-year plans. 

To go back a little bit, as I said a while ago, we have thought we 
should reach maximum security, not maximum but we should in- 
crease our security forces as fast as possible, all other things being 
taken into consideration. 

For example, we would like to have reached this 143-wing Air Force 
by 53 or °54 or °55 or at least as soon as we can. The longer we put it 
off, the greater risk we are taking, because certainly Russia is getting 
stronger in some ways, particularly in her atomic stockpile, and we 
would hope that before that stockpile becomes too formidable, that 
we would reach this strength in air power which we think is neces- 

sary to combat a reasonable stockpile of A-bombs on their part. 

Senator Humpnrey. What I am getting at, General, is our pro- 
gram. Some of its essentials and factors have to be compared with 
and designed to meet the developments and the advances of the 
enemy. 

General Brapiey. Yes, sir; that is a continuing study all the time. 

Senator Humrurey. That is a continuing study. 

General Braptey. Continually analyzing the Russian capabilities, 
their improvement in equipment, ability to bomb the United States, 
and so forth. Weare continuing with that study. 

Senator Humenrey. The problem I am getting at is the fear I have 
that we may be hesitating a little bit too much. 

I am not asking that we appropriate more, because I, too. would 
like to see us save a dollar and to save millions of dollars, but I worry 
lest we get below this $5,800,000,000—and even that I think is possibly 
less than it should be—that we may be making a very unwise decision. 
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I realize that you can’t give us any categorical answer on these 
things. You made your expression of philosophy and of general pur- 
pose, but I for one want to be quite sure when we vote on this that 
we are doing it in the full knowledge that whatever decision we make 
is at least a checkmate, and I would hope to help gain the edge on 
what the enemy is doing. 


MAINTAINING SECURITY FORCES AS DETERRENT TO WAR 


General Brapiey. Yes, sir, and you would hope, I am sure, to keep 
our security forces, our collective security forces, at such a level that 
you deter war. 

Senator Humrurey. That is correct, that is the whole purpose. 

General Brapiey. Because if we have war, we are going to lose a 
lot more than what it is costing us now, of course. 

Senator Humpnurey. To put it more bluntly, I know it is very 
popular to be for economy. I go home often enough to find that out. 

But I think we also are faced with the problem of what is the long- 
run economy. Just as you pointed out earlier here, it isn’t necessarily 
a waste of money to build a big Air Force or to have a strong military 
establishment if it deters or stops a war, if it prevents a war. 

It may be a very great economy. 

General Brapiey. And if the people could understand at the end 
of 10 years that now even though we spent all this money and didn’t 
have a war, that it wasn’t money spent in vain but was probably what 
kept us from having a war. 

Senator Humpnrey. Thank you very much. 

Senator Sparkman. General, as I understand the objective ever 
since we started rebuilding our forces, certainly ever since we started 
following the outbreak in Korea, the ultimate objective has been to 
attain a strength that Russia would respect, is that it ? 

General Brap.tey. That is right, yes, sir. 

Senator SparkMAN,. Not in the hope that we would have to use it or 
that there would be a war, but in the hope that she would be willing to 
sit down at the conference table and negotiate reasonably. 

General Braptey. You have two goals. You have strength at the 
conference table to deter war, and second, if war does come, to be able 
to protect yourself without being destroyed. 

Senator SparkMAN. In your opinion, is there any connection be- 
tween the recent moves on the part of Russia and the strength that we 
have attained ? 

General Braptry. Yes, sir, I think there is some. I think that 
Russia has pulled back for two reasons. 

One is because we have increased our strength and she has run up 
against a position of strength which she respects ; and she is now pul 
ing back just as she has done before. She has done this before. She 
has pulled back. 

The second thing is, she probably needs this time to consolidate her 
position at home, which fits into the first one. 

Senator Sparkman. And the greatest victory she could win on the 
first count would be to get us to relax. 

General Brapitey. That is what I think a lot of us are afraid of, 
that by this move we will let down our guard and create a position of 
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weakness which will then not be a deterrent to war but somewhat of an 
invitation to start something. 

Senator Humpnrey. That is the very reason I asked the questions 

| did, because I think we have to be on guard here in the Congress 
thal we don’t relax. I know this committee won't, but everybody 
isn’t a member of the committee. I know, as one who just became a 
member recently, that the information you get here is a much more 
sobering bit of information than you get if you are just out here read- 
ing the papers and just talking to your next-door neighbor. 

INTERPRETING A “STRETCHOUT” 

The Cuarrman. I just want to see if we understand the situation, 
because I am afraid we may have gotten into a little bit of a political 
angle here, and I want to make it clear as far as I am concerned that 

I do not disgree with the statement just made by the Senator from 
Dingieadt. 

On the other hand, I want to find out from you, General, because 
the word “stretchout” has been used, whether you imply that the ac- 
tion now of the Executive and of those in power that have decided on 
this program, that this is taking America off her guard or is a stretch- 
out of such significance or character that you think it is dangerous? 

General Braptey. Mr. Chairman, I would say that, because, as I 
said earlier, I am sure this decision on the part of the Government was 
made after weighing all considerations, not just the military, and if 
after weighing all these decisions, all these elements, this is the de- 
cision, why, we abide by it. 

The Cuarrman. You not only abide by it, but is it not also true 
that you know these men, you know the President of the United States, 
you know his past record. You know the men, too, that have entered 
into this program with him at a great sacrifice personally, many of 
them, but they are good, sane thinkers, what you would call good 
analysts’of world facts. 

Would you agree to that ? 

General Braptey. Yes, sir. I think the people we have in Govern- 
ment are very high caliber men, and I certainly appreciate for one 
as a citizen the fact that people of that caliber are willing to come in 
here and serve the Government. 

The Cuarrman. There is also a factor that was brought out in all 
the evidence, and that is there were some $82 billion that have been 
appropriated by Congress in the past, and in view of the economic con- 
dition, I think these men patriotically have arrived at their con- 
clusions. 

You can get, as we were shown today, only so much in the produc- 
tion line anyway. You can get sort of logged up, as it were, like we 
have in the past, with $82 billion still running out into the future for 
contracts in this line. 

The thing I wanted to make clear was in trying to look for the 
truth in this situation; there was no implication on your part at least 
that you were saying that this action was a stretchout or any wrong 
implication, or in your judgment that these men were being motivated 
by political objectives. 

General Braptry. Mr. Chairman, I don’t think anyone can deny 
that the less the amount you give in any one year, the more you are 
stretching out the attaining of your goal. That is the way I used the 
term “stretchout.” Certainly I have not—— 
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The Cuarrman. You have stretched out $82 billion already. 

General Brapiey. Certainly I have not intended to imply here in 
any way that I question the loyalty or the judgment of the President 
who made this decision. I said we made the military recommenda- 
tions on it. They got recommendations from other elements. They 
made the decision, and I don’t question their judgment or their loyalty 
init,sir. 1 hope that is perfectly clear 

The Cuamman. That clears that point up. 


“CALCULATED RISK” 


Senator Humrnurey. Mr. Chairman, I want to help clear this up, too, 
because neither was the junior Senator from Minnesota making any 
such insinuation. P 

All I was trying to do, Mr. Chairman, was to document for the rec 
ord the importance of this figure of $5.8 billion, because I am deeply 
concerned that some may want to go much less, which I don’t want 
to do. 

I respect the judgment of our President as much as the chairman. 
In fact, equally so, and I respect the judgment of our Mutual Security 
Administrator. I thought his testimony the other day was very fine 

All I wanted to make perfectly clear was that every time we make 
decision like this, we are taking a calculated risk, and we ought to be 
a aware of all the factors tat are involved in it, and that is why 

asked the man of whom I have the highest regard, our Chairman of 
<< Joint Chiefs of Staff, as to his general observations. 

1 would not want to put him under any cloud whatsoever. All ] 
was seeking was the statement of a competent officer who has served 
his Government and his people with honor and distinction so that 
nothing could be said from here on out as to the need of this money, 
I mean that would be derogatory to the need of this money—— 

I wanted to make certain that we had the record quite clear. 

Senator Sparkman. Mr. Chairman, I would like to say that I do 
not believe that any person, certainly in no question I asked, could 
find any suggestion of political motivation whatsoever. I was trying 
to get on the record the fact that in taking the cut that we are taking, 
we are deliberately taking a calculated risk, and that it will be danger- 
ous, and I think all who have testified before us have said so. 

Harold Stassen said so, I think Secretary Wilson said so, that it 
would be dangerous to make further cuts. I can well recall about 
3 years ago when Secretary of Defense Louis Johnson announced a cut 
of a billion dollars, I joined with all of the rest of the country i: 
applauding him for saving that billion dollars. 

1 am convinced that we paid for that several times over. 

The CHarmman. Well, the record is clear then. I am glad to see that 
you gentlemen did not intend in the slightest degree to infer that those 
who had finally, after having the whole economic, politic val, and mill 
tary picture, arrived at a decision that they had done nothing more 
than disagree with you in your judgment as to what should be done. 

Now, if that is the purpose, I think it is fine. We will have the 
record so state. 

Secondly, I did not want the record, as I gathered from your con 
versation, to show that you were getting General Bradley in a hole 
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where he was disagreeing definitely with his superior officer, the Presi 
dent, and others. That was my only purpose in interjecting myself 
into this controversy. 

Senator Humenrey. All I can say is that the general, I think, took 
care of himself very well and expressed his confidence in the Chief 
Executive beyond doubt, and also said that whatever he had done here, 
he had done for prior administrations, so there is no doubt as to his 
position. Thank God, we have got him. 

The Cuarrman. That part is clear, but if you will read the other 
questions, you will understand my concern. 

I have here a demand for 14 copies of this testimony from the execu- 
tive department. I want to be sure that General Bradley is clear on 
the record. 

Senator SMITH. Micht I ask the general if he touched on the Laos 
situation. 

General Bravery. Yes. 

The CuHarrman. I have a request here. In the past the executive 
branch has been allowed to purchase copies of their testimony in 
executive session. There are requests for 14 copies. The executive 
branch wishes to follow the past practice this year, and now seeks 
committee consent to make the purchases. If there is no objection, 
we will let them pay for it. What do you say? It is so ordered. 

Tomorrow we will hear Mr. Stassen at 11 in the morning. 

(Whereupon, at 4: 25 p. m., a recess was taken until tomorrow, Fri- 
day, May 8, 1953, at 11 a. m.) 
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FRIDAY, MAY 8, 1953 


UNITED STATES SENATE, 
ComMMITTEE ON ForEIGN RELATIONS, 
Washington, D.C. 


EXECUTIVE SESSION 


The committee met, pursuant to recess, at 11 a. m., in the Foreign 
Relations Committee room, United States Capitol, Senator Alexander 
Wiley (chairman) presiding. 

Present : Senators Wiley (chairman), Smith of New Jersey, Hicken- 
looper, George, Fulbright, Sparkman, Gillette, Humphrey, and 
Mansfield. 

The CuHarrmMan. The committee will come to order. Our first wit- 
ness will be the Honorable George M. Humphrey, Secretary of the 
Treasury. 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF 
THE TREASURY 


Secretary Humpnrey. I think, Mr. Chairman, since I have no pre- 
pared statement, you know, maybe we had better proceed just as we 
are, and I can be a little more direct in my responses, if you prefer 
to do it that way. 

The CuHarman. We will proceed that way; we will ask you ques- 
tions. What I am getting at now is do you want this meeting to be 
executive or do you want it to be an open session ¢ 

Secretary Humpnrer. Well, it just depends. I could not talk about 
certain things unless it was in executive session. Why don’t we start 
that way and see how we go along? 


PRESENT UNITED STATES ECONOMIC POSITION 


The Cuatrman. Now, then, again I revert to the original questions 
we wanted to ask of you, Mr. Secretary, in open session. We will let 
the press in for those purposes. 

Secretary Humpurey. I think so long as it is closed, a closed session, 
we might just as well proceed that way. 

The Cuareman. All right. 

I may have a few general questions here that I will ask you, Mr. 
Secretary. One is what, in your judgment, is the present economic 
a of the United States? What are the prospects for a balanced 
sudget, a reduction in the national debt, and a decrease in taxes. Do 
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you anticipate continued high national income, production, gross 
national product, and high employment? 

Secretary HuMpuHrEY. “What is the present economic position of the 
United States? Well, we will stop at that for just a minute. The 
present economic position, as I am sure you gentlemen are very well 
aware, is that business is operating at a very high level. There seems 
to be a feeling that—I do not know what justification there is for it— 
but there is a feeling that some of it is going to level off. It has run 
through the first quarter ; it is running through the second quarter, and 
people are not quite optimistic that it is running through the third 
quarter. They are reserving judgment on the fourth quarter, but it 
all seems to be going along pretty well. 

The price level seems to be pretty stable. There has been relatively 
little change in the price level. If anything, particularly in agric ul- 
tural commodities—as you know, prices are down a little. 

[ think that it is of interest to note that yesterday, which just hap- 
pened to be the day the Prime Minister of Canada came here, was the 
first time in a couple of years that the American dollar was the top 
dollar, and it sold 1-82 above the Canadian dollar of yesterday, so 
that stability in our currency is present at the moment. 


NATIONAL DEBT 


Now, what are the prospects for a balanced budget? What are the 
prospects of a reduction in the national debt? I will stop at that one 
for just a minute. 

There is no prospect at all for anything but an increase in the na- 
tional debt at the pregent moment, and that involves two things: It 
involves, first, a temporary matter. which may occur to increase the 
debt above the legal debt limit. We may have to take the debt limit 
under consideration at some point because there is a very unbalanced 
way in which taxes are collecttd. You have got so much of your 
money in the spring season, and so little of it in the fall season, ‘that 
to meet expenditures temporary borrowing against future receipts is 
required. 

On the other hand, the longer run level of national debt depends en- 
tirely, of course, upon how close we can come in the control of our ex- 
penditures to balancing the budget—an unbalancing of the budget 
must be reflected in additional borrowing. For the moment I see no 
chance whatever of a reduction in the national debt, and it looks to me 
as though the probabilities were that there would be some increase in 
it, both temporary and, perhaps, even on a longer term basis. 


BALANCED BUDGET 


Now, as to the prospects of a balanced budget, I can tell you gentle- 
men very frankly that I am very disappointed i in our ability to go 
further in reducing the proposed and contemplated deficit. It looks 
as though we W ould be able to, but, as you know, the appropriations 
are coming in now, they are getting before the appropriations commit- 
tee. Ofcourse, until there is further study there we cannot reach any 
final figures; but we have not been able to make the reductions that 
personally hoped we would be able to make. 
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The reason for that is just this: 66 to 70 percent of the expenditures 
is for security, whether it be military or MSA. Of the remaining 
30 to 85 percent, about a half, as you gentlemen know, is in fixed items, 
that is, relatively fixed items. ‘There are six to seven billion dollars 
of interest which is increasing a little. There are around $5 billion 
for veterans, the obligations of participation with the States, throw- 
backs to the States, and a lot of obligations of the Treasury which are 
fixed by law, and in which there is no chance for making any reduc- 
tions except by new legislation. 

That means there is only 15, 16, or 17 percent, something of that 
kind, of the total budget that is really subject to control or reduction 
unless you involve security. 

Now, the amount of reduction that you can make in the 15 percent 
is a relatively small amount in total dollars. If you cut it all out it 
would not be too big an item. You see, you are talking about nine or 
ten billion dollars and if you make a 10 or 20 percent cut in that you are 
talking about one or two billion dollars. 

That does not mean that it is not highly important, and I think that 
the departments of Government are making and have made pretty good 
reductions. I think these reductions, which are perhaps as great as 
Congress will want to improve, can be made without changing the 
services. 

I know in our own case, the budget for the Treasury made reduc- 
tions. We had nothing up our sleeves whatsoever, we made it right 
out, everything we could, and presented it to the proper committees. 
Our biggest items in the Treasury are the Coast Guard and Internal 
Revenue, they are the two biggest sneqe After we had made our 
reductions, we talked it over with Mr. Canfield and Mr. Taber, and 
they raised the question if we had not cut more than we should, and 
whether we ought not to reinstate some of the cuts that we made. I 
assured them that we should not; that we felt very definitely that we 
should be able to make the cuts we have without impairing the service 
in any way, and I think, by and large, you will find that the proposed 
reductions in those agencies have been pretty well made, but when you 
get all through with it, it is a relatively small thing with relation to 
the total deficit. 


COMPARING BIG DEVELOPMENTS IN INDUSTRY AND GOVERNMENT 


That means that if you are going to do anything very much you get 
right back to security. If you are going to make any particular change 
in the total deficit, you get right back to security. Here is the difficulty 
with security. First, I will talk about it generally, and then a little 
more particularly. 

Generally speaking, the Congress voted very large sums of money, 
very much larger sums of money than any group of men could possibly 
spend in a short time, and spend to good advantage. 

It is an extremely difficult thing to spend a lot of money fairly 
rapidly and get your money’s worth. That is true in business. My 
experience in business has been that when you have a big dev elopment 
on hand and you want to press it through, that you can push it a little 
too fast, and you can run into unreasonable lack of economy, and un- 
reasonable waste, and everything of that sort. It is very difficult to get 
your planning all so coordinated that everything fits as it goes along if 
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you are spending a lot of money and trying to do it fast. That is about 
what happened here. 

Congress wanted or the country wanted rapid preparedness. We 
went from none; we got into the Korean war, and there was a public 
demand for rapid preparedness. The D-day was picked out as esti- 
mated on, perhaps, when the Russians would have the atomic bomb. 
In some way a D-day was chosen, and there was a tremendous buildup 
for that D-day, and Congress was very liberal indeed in the appropria 
tion of money for that. 

Now, when the executive branch came to spend that money, they 
found that people just could not spend it as fast as had been author- 
ized. You had long lead times for items; that there was a lot of study 
that had to be done as to what items were wanted. They kept changing 
designs, which is all right. If you are building a factory you run into 
exactly the same thing. If you decide overnight you are going to build 
a factory or you are going to do something in industry, you run into 
exactly ihe same trouble they ran into here getting ready for war. The 
plans were not ready, the detail of just what they w: anted and how they 
wanted it, and the coordination of making a hundred things fit in 
order to get one thing that was complete. So they ran into a series of 
postponements and a series of stretchouts. 


UNEXPENDED BALANCES 


The result is that we come into now, the present time, with something 
over $81 billion of money that Congress has appropriated to be spent, 
which is not spent now, ‘and that has been going up. Mr. Dodge has 
a most interesting chart. If I had known you were going to ask this, 
I would have brought it with me. But it shows how you start out 
wit h—— 

Senator Hickentoorer. Mr. Secretary, is that $80 billion appro- 
gf piece or authorizations? 

Secretary Humrurey. Well, it is total unexpended balances. 

Senator Hickentoorrr. But those are balances that we have 

Secretary Humpurey. There is no money for them. 

Senator Hickentoorer. No money for them. 

Secretary Humpurey. No money for them at all. 

Senator Hickentoorrr. That money has to be raised year after year. 

Sec retary Humreurey. That money has to be raised when the goods 
are delivered. 

Senator Hicken.oorrr. Yes. 

Secretary Humpnrey. As somebody expressed it the other day, it is 
just as though before you married you agreed with your wife on a 
budget on what you are going to live on, and then you found out 
that she had been down to the store and had bought $5,000 worth of 
stuff to be delivered c. 0. d. to the house. That is about what we have. 
We have got $81 billion worth of stuff that has been ordered. 

The Cuarrman. And no money. 

Secretary Humpurey. And purchased, and it is to be paid for ec. 0. d. 

Senator Smiru. That is appropriated, though; that is more than 
authorization. That has actually been appropriated. 

Secretary Humpnrey. Well, now, Senator Smith, the great bulk 
of it—— 

Senator Smiru. It confuses me. 
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Secretary Humenrey. Well, I am confused. The great bulk of it is 
appropr iated. 

Senator Smiru. I feel much better to hear an expert like yourself 
say so. Itis very complic ated to understand the status of these author- 
izations and appropriations. 

Secretary Humpnrey. Here, I will try to explain it as best I can 
get it. 

Senator Hickenvoorrr. That $80 billion is not reflected in the na- 
tional debt. 

Secretary Humpnrey. Oh, no; it has nothing to do with it. 

Senator Groree. It has not been spent. 

Senator Hicken.Loorer. It has not been spent, is not reflected in the 
national debt, and is not reflected in taxes already raised. 

Secretary Humrnrey. That is right; it is just as though you gen- 
tlemen passed a resolution today and you said, “Your administration 
is authorized to spend $81 billion to buy tanks and planes and militar y 
equipment, to come over the next year or two. Go ahead and make 
your contracts today. As it is delivered you will pay for it; when it 
comes along you have got to raise the cash. It is just like a c.o.d. 
delivery right from the store. 


APPROPRIATED AND OBLIGATED AMOUNTS 


Now you ask is it appropriated? The great bulk of it is appropri- 
ated. When you get into the detail of what is appropriated and what 
is obligated, there is a lot of distinction in words here, but the great 
bulk of the $81 billion is actually under contract or purchase. Some- 
body has for some period of time been drawing plans and buying 
raw materials and manufacturing goods and getting ready to put 
these things together that are not yet delivered, but that are being 
delivered in gree ater volume all the time. 

Senator Futsricut. None of that money is allocated in the Treas- 
ury, ready to be expended, is it? 

Secretary Humpurey. Not a nickel; there is not a nickel there, but 
it has to be there the day the goods are delivered. The money has 
got to be there. 

Senator Sparkman. Of course, Mr. Secretary, as long as you are 
buying things that take more than a year to make, some such arrange- 
ment as that is necessary, is it not? 

Secretary Humpurey. That is exactly right. 


SYSTEM OF CONTRACT AUTHORIZATIONS 


Senator SparkMAN. Up until a few years ago we had a system here 
of providing contract authorizations and not appropriating the money 
until the year in which it was anticipated those contracts would be 
delivered. It was the Appropriations Committee of the Congress that 
deliberately changed the method of doing this, and set the rule up— 
because it thought it was in the interest of good business—instead of 
providing for contract authorization, appropriate the amount that 
would be necesary to fulfill the contract regardless of the period of 
time over which it is extended. 

Secretary Humepnrey. That is right. 

Senator SparkMan. Well, it is good business, is it not, to do that? 

Secretary Humpnrey. I think it is. 
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Senator Sparkman. And is it not nec eesary, as a matter of fact, as 
long as you are raising taxes year by year? 

Secretary Humpnrey. Yes. Mind you, I am not critical of this; 
I am just trying to explain what has Liniend. The only criticism 
I have 

Senator Grorer. Mr. Secretary, it is not good business unless you 
have got good planning so that you can have accurate estimates on 
what you are going to ‘do. That is what we have done, and we did 
not have the estimates accurately. 

Senator SparkMAN. [agree with you. 

Secretary Humrurey. The Senator hit the nail on the head. There 
are two things here. Suppose this was a business, you and I were in 
business, and we decided we wanted to build a factory, and we were 
going to spend $81 million for that. If we did not need the cash for 
2 years or a year or 3 years, we would plan our finances so that we 
would know how we were going to get that cash, how we were going 
to raise it. We might even go out and have it all on hand if we were 

little uncertain as to what future money-market conditions, and so 
forth, would be. But we would provide how that money was coming. 

Then we would do one other thing that the Government has not done. 
At the end of every year that appropriation would be brought up, and 
we would look at what was originally appropriated, against which 
16 has been spent, leaving 65 to ‘be spent in the next 2 years, and an 
estimate would be made as to whether or not that 16 was in line with 
what we had expected to spend for the purpose. In other words, it 
might be that we have spent 16, but we have only accomplished enough 
of the work that was originally estimated for 10, so then we see that 
we have got a deficiency coming to the 65 that is remaining, we would 
then add 6, to make it 71, because you have got an overrun coming 
up here, so that you know eventually you will have to spend 71. 

So then we go to the next year, and we have spent 30, and you deduct 
30 from the 71, leaving 41 left to pay after deducting the 30; but you 
get another estimate. That is we decided whether that 30 has bought 
what we originally estimated 30 would buy or whether that 30 only 
bought us what we figure would be 20, so we have got another 10 
of overrun, making 50 to pay the last year. In other words, you have 
got to estimate eac ‘h year whether you are getting your money’s worth 
as you planned, otherwise you wind up in the last year with a tre- 
mendous overrun for which you have got no program. 

Senator SparkMAN. Let me say personally, I have never liked this 
idea of appropriating sums to be dragged over from year to year. It 
seems to me that prob: ably the contract authorization was a better plan 
which, of course, would entail the same studies and estimates that 
you outlined. 





CONTROL OF EXPENDITURES 


Secretary Humpnrey. As long as you carry your study all the way 
through it does not make much difference which way you do it, but if 
all you do is appropriate $81 billion and wash your hands of ‘it, and 
just say, “Let us forget about it,” then you gentlemen have lost control 
of your expe nditures, ard left it to somebody else, and whether he has 
overruns or underruns, you do not know. He says, “You gave me $81 
billion. I am awfully sorry, it is going to cost more.” That is one 
of your great difficulties; that is one of them. 
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The great difficulty, and the immediate difficulty, is that you are 
in a terrible fix all the time when the money comes due because you 
have not made plans on how you are going to pay. Any time you 
appropriate a lot of money in advance, then you have got to figure out 
where the money is coming from in those years when those bills are 
going to be presented. U nless you go that far with it, when the bills 
are presented you are in bad shape, you see. That is exactly where 
we are now. 

Under normal conditions you will always have some hangover. 
Under such conditions you would appropriate, I will just say, $10 
billion, as a figure. That $10 billion would be coming due over the 
period, but you would be planning for $10 billion a year, on the aver- 
age, and so while you had $10 billion appropriated ahead this year, 
by the time you got to the end of the year you would be ready to have 
another $10 billion for the follow: ing year. You would be going along, 
and one hand would kind of wash the other as your bills came in. 

What happened here, you see, is we jumped up to 80, you see, in this 
rush for preparedness. The result is that we have a perfectly tre- 
mendous buildup here of appropriations, which authorized contracts, 
which authorized purchases for the payment of goods when they were 
delivered, with no money provided for them. 

The idea was that we were going to get up to the 80, and then we 
were going to come down again. ‘After we reached this D-d: ay pre- 
pe aredness,. we were going to turn right around and come down again. 
We would have a terrible peak there that was going to be met, and 
that is exactly what is going on. 

All these things that were bought back on these prior authoriza- 
tions are now beginning to be de livered. We are actu: ally going to 
get—the military | is actually going to get—a lot more goods this year 
than they have in previous years. They are going to receive these 
goods, previously bought, which are now being delivered currently, 
and that means they have got to be paid for. 


PREVIOUS TAX REVENUES 


Senator Humrnrey. What, Mr. Secretary, happened to all the tax 
revenues that came in, if there was no money actually appropriated ? 
I am having the same trouble that my colleague, Senator Smith, has. 

Secretary y Humpurey. All the money was spent for something else. 

Senator Humpurey. Weren’t we running about $65 billion or $67 
billion ¢ 

Secretary Humrnrey. That has all been paid out in the year in 
which we received them. 

Senator Humpnrey. Was it all being paid out in years we received 
it? 

Secretary Humpnrey. Yes, sir. These appropriations are in excess 
of all of the tax money. Other appropriations exhausted all of the 
money that was paid in. In other words, it is not just the $81 billion. 
The appropriations ran way up, you see, and the tax money went to 
pay the first bunch of appropriations, and left $81 billion up above 
that with no money at all. 

Senator Humpurey. Now, how much of that $80 billion will be 
‘anceled off by the previous revenues? I mean, there is always a 
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lag of about a year. It is something like a business itself, like a cor- 
poration. 

Secretary Humpnrey. Yes. But that all depends on what plateau 
of preparedness you are going to stay on. Are we going to be spend- 
ing on a very high rate ‘for a long period of time? If we are, then 
you will have appropriations coming. But how can this country 
raise the money? We would have to have tremendously high taxes 
to stay on any plateau such as we are talking about here, to have this 
$81 billion and all our current expenses coming along besides, so you 
have to get this thing down to some extent. 

Senator Humpurey. May I ask just one other question of you? 
This is very interesting, and I will be very frank to confess that it is 
very confusing also. Each year we have known that there is a deficit, 
let us say, since 1949, 1950, and these deficits have been rather large. 
The deficits run from $8 billion to $7 billion, $6 billion. 

Secretary Humrurey. Ten billion dollars this year, 1954. 

Senator Humpnurey. Did you say 10 billion? 

Secretary Humrnrey. Ten was the estimate. 

Senator Humrurey. Now, it seems to me that the amount that you 
would have hanging over your head as sort of bills due would be the 
amount of the deficit. I am just having trouble finding out where 
you get the $82 billion of what you call appropriated items, when you 
say that the tax revenues have paid off the current costs, the difference 
between current costs or current demand, and the budget—— 


EXPLAINING GOVERNMENT BOOKKEEPING 


Secretary Humenurey. Let me see if I can help you on this. I have 
got a couple of specific figures here 

Senator Humpurey. Good. 

Secretary Humpurey (continuing). I just carry around in my 
pocket. 

Let us just take this year. Government bookkeeping is an art. 

Senator Humrurey. It must be. 

Secretary Humrpurey. This year our appropriations—I will now 
just go back to the Truman budget figures because they are the only 
definite ones we have as yet. 

In the Truman budget figures there were $72,900,000,000, and we will 
call that $73 billion, of appropriations. That is what was appropri- 
ated. The expenditures—— 

Senator Humenrey. Was that the request for appropriations? 

Secretary Humpnrey. That is right; that is the request for appro- 
priations. 

Senator Humrnrey. Yes. 

Secretary Hu mpurey. The estimated expenditures were $78,600,- 
000,000. The income was $68,700,000,000, or between expenditures 
and receipts there is a $9.9 billion deficit. 

Of that $78 billion of expenses you see there is a tremendous dif- 
ference between appropriations and cash. Cash in the box comes 
from taxes—out of the box it goes for expenses, the things that you 
write checks against out of the box. That has got to balance out 
because you will drain the box if they do not, that is all. That is 
just simple arithmetic. 
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The appropriations are bookkeeeping figures. Those are on the 
cuff, and they may balance or may not balance, depending upon the 
figures in your books. 

Now, of this $78.6 billion, which is cash out, $41.1 billion of that is 
being spent in the coming fiscal year on appropriations of past fiscal 
years for goods that are going to be delivered and paid for on delivery, 
c. 0. d, you see. 

Thirty-seven and a half billion dollars are being spent, cash out of 
the box, for goods of this year’s appropriations, that will be delivered 
c. o. d. this year, and will take cash out of the box. 

Now, then, you add the $41.1 billion and the $37.5 billion, and that 
gives you the $78.6 billion, which is the total of cash out of the box, 
do you see? 

Senator Humrurey. Yes. 

Secretary Humpurey. But of the appropriations of $73 billion, this 
year’s appropriations of $73 billion, $37.5 billion are going to be 
delivered and paid for this year, leaving the balance to go into the 
future, and of the carryover of $81 billion, $41 billion are going to 
be delivered from past years, delivered this year, and the cash goes 
out of the box to pay for them, do you see? 

Senator Humrnrey. Yes. 

Secretary Humrurey. Does that help you? 

Senator Humrurey. Yes; it does. 

Secretary Humpurey. That is the way the thing works. 


GOVERNMENT BORROWING 


Senator Humrnrey. The thing I was concerned about is whenever 
we had a deficit, the layman is led to believe that the Government 
steps into the money market and borrows the money to make up that 
deficit. Apparently that is not necessarily the case. 

Secretary Humrnrey. That is right. 

Senator Humrnrey. I mean, what the deficit has amounted to at 
times is a bookkeeping figure, and you may have to step into the money 
market and borrow at the time the goods are delivered at the freight 
door, so to speak. 

Secretary Humpurey. That is right. What you borrow the money 
for is when the box gets dry. 

Senator Humpurey. When the box gets dry ? 

Secretary Humenrey. That is right; when the box gets dry. 

Senator Grorer. You have got two budgets, of course. You have 
got the conventional budget 

Senator Humpurey. And the cash budget. 

Senator Grorcr. Then your expenditure budget. 





PROVISION FOR MONEY TO PAY THE BILLS 


Senator Sparkman. Mr. Secretary, let me ask you this: Is there 
no way, as long as it takes more than a fiscal year or more than a 
year, in which to manufacture a plane or an order of tanks or some- 
thing like that, to get away from that system? You never can, can 
you ¢ 

Secretary Humrnurey. No. The only trouble with this system, as 
I see it—you can do it several ways, but the one thing that you must 
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do if you are going to use this forward appropriation system, 1s 
to—— 

Senator SparkMAN. Make your annual checks. 

Secretary Humpnrry (continuing). Make your annual checks, and 
make your provision for your money. In other words, when you vote 
money today to be spent partly here, partly here, and partly here, 
you must then not forget that you have got these bills coming due, 
and you must make provision for the money to be coming in when 
you are going to have to pay your bills. You have got to know how 
you are going to do it, then, you see; otherwise you get into the kind 
of a fix we are in now. 

Now, our difficulty is just this, gentlemen. These excessive appro- 
priations have gone up like that, our money has gone down, and 
unless we are going to go in now and cancel off or refuse to receive 
goods that are being made, which will cost us a lot of damages, we 
will have a financial problem. These goods are on the way; it is 
just as though you had gone to the mill and ordered a lot of mill- 
work done, and to be delivered in the future. If you go back to 
the mill and say, “I have got to cancel it,” when it is pretty near 
done, well, you are going to pay a lot of money anyhow, and you 
won't get the goods. If they are goods that you are going to need, 
you had better take them in and pay the bill; but it is almost impossible 
when you are in that state of affairs to cut down your expenses until 
you get over that hump. 


APPROPRIATION REDUCTION 


What we have got to begin to do, and the way you have got to start 
this, is to begin to reduce the : appropriations, the forward appropria- 
tions. In other words, if we get that $81 billion down in a year or 
two to $40 billion, or something of that kind, then your forward 
stuff has gotten in hand, and then you can control your current year’s 
expenses, But as long as you have got so much money previously 
spent for goods to be paid for now, there is just very little you can 
do about it. 

What you have got to do now is to say, “I am not going to spend so 
much money the year after next; I am going to cut down on future 
appropriations.” 

Senator Humprurey. Is there not some advantage, speaking con- 
temporaneously, in calculating the amount of goods that can be used, 
bought and delivered in 1 year. If that figure were used, there would 
be less need of this other method which is necessitated by bills arriving 
from prior commitments. Isn’t that the philosophy ¢ 

Secretary Humrenurey. That is right. 

Senator Humpnrey. Does that reduce appropriations? 

Secretary Humpnrey. That will ceodieetae come down as you re- 
duce appropriations; you will gradually bring that more into bal- 
ance, and then you will have your whole situation much better in 


hand. But in the process we are now in a year where our cash 
outgo—— 

Senator Humpnrey. For a couple of year. 

Secretary Humrnrey. Forty billion dollars go for money obligated 
a year or two ago, and there is nothing you can do about it. 
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ESTIMATING DEFICITS AND EXPENDITURES 


Senator Grorce. It is quite impossible to accurately estimate your 
deficit, 1s it not ¢ 

Secretary Humrurry. It is, Senator; at the moment it is very diffi 
cult. 

Senator Grorar. It is very difficult. 

Secretary Humenrey. It is very difficult. 

Senator Grorer. Of course, you can estimate the rate of expendi- 
tures. It may go up or down week by week or month by month. 

Secrets uy Humenrey. That is right. We can guess it, but we can- 
not make the reduction in the deficit, either the deficit or the cash 
expenditures. The cash expendi tures I do not know yet. The figures 
are all tentative, but it looks to me as though we were going to spend 
as much money this year as last year, cash money out, and our income 
is going down. We are now collecting the highest revenues that have 
ever been collected, and we are going to run $11 billion behind the 
Truman estimate of what we would receive, notwithstanding the fact 
that we are getting the most money we ever got in history. So that 
that is going to w iden the g gap. 

The ‘Truman deficit today, just from loss of income would be $1114 
billion instead of $9.9 billion c ‘ause the income has dropped off—not 
that the income has dropped off, but the estimate of income has been 
too high. 

Senator Humpnurey. Yes. 

Secretary Humenurey. The income itself is—— 

Senator Humrenrey. Higher. 

Secretary Humrpnrey (continuing).—still higher than last year. 
But their estimate is still 11% billion too big. They overestimated 
their income, and that means instead of be! ing under a $10 billion 
defict, it would be an $1114 billion deficit jus st on the change in income : 
if nothing were done about expenditures and taxes were allowed to 
expire as scheduled. 

Senator SparKMAN. They overestimated the deficit. 

Secretary Humpurey. Underestimated the deficit as far as income 
is concerned. 

I started to answer this simple little question of how we were going 
to balance the budget. I do not know, but it looks tough. 

Senator Humreurey. All of these items, of course, are on the basis 
of a plan of assistance and aid and defense. In other words, your 
military and foreign aid plans had to be drawn up, and then you 
placed these orders; you appropriated supposedly the funds but not the 
funds—you just appropriated three of the funds which should have 
been left out of that. 

Secretary Humpurey. That is right. 

Senator Humrurey. That is the thing that has been confusing the 
public, you see. 

Secretary Humpurey. The funds are just short. 

Senator Humenrey. Yes, I mean we appropriated them. 

Secretary Humpurey. That is right. 

Senator Humpnrey. And now these materials come in to meet the 
plans of particular security measures, is that correct ? 

Secretary Humepnrey. That is correct. 
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Senator Grorcr. We keep setting up credits on the books, but we 
do not have the money there. 

Secretary Humeurey. That is right; but we do not have the cash. 

Senator Humrnrey. I am very grateful to you, Mr. Secretary. 

Secretary Humpurey. Yes. 





CONTROL OF INFLATIONARY PRESSURES 


The Cuarrman. What is your judgment as to whether inflationary 


pressures are under control in the United States? Is there any danger . 
of a deflation or recession in this country? Will this program affect 
the economic health of our Nation in any way ? | 


Secretary Humpnrey. Well, I will try to answer this briefly. It is 
very sketchy. But for the moment inflation is certainly curbed. If 
we can, keep the pressures on that we have on at the present time, I 
do not worry about inflation. 

If we actually pumped as much money into the economy through 
Government expenditure this year as we did last year, we have to keep 
pressures on or there will be a rise in prices, because the more money 
you put out for people to spend, the more money people get in wages 
and materials, and so forth, without the goods to buy. 

Senator Grorcr. Yes. 

Secretary Humpnrey. In other words. I have got you two fellows 
on the payroll, and he is making goods that you and I can use. He 
is making goods that you and I can use, and you are making goods 
that go to war and are out of the picture. That means there is just ‘ 
one fellow making goods for the three of us, and we have all got 
some money, and we want to buy. If you were making goods that 
we could all use there would be more goods with less relative money 
to buy, and not so much pressure on prices. Now, it is just as simple 
as that; that is all there is to it. 


EARNED INCOME 


Senator Humpurey. Mr. Secretary, is there not one consideration 
insofar as the wage structure is concerned, namely, the earned income 
of the vast number of employees, that has been going on pretty regu- 
larly? The amount of employment will not be up any more this year 
than it has been, so that insofar as wages and salaries are concerned, 4 
that is a rather constant factor for the last couple of years. 

Secretary Humrnrey. It is going to be large this year. 

Senator Humrnrey. It will be no larger, though, than last year, 
will it? 

Secretary Humrurey. Well, it may be a little. The tendency seems 4 
to be a little up. 

Senator Humpnrery. The thing I was trying to get your comment 
on is this: While the Government may have to push back into the 
economy, let us say, billions and billions of dollars, actually a lot of 
that money goes back to the entrepreneur to pay off the financing that 
he had to undertake in order to get his plant under way to buy the 
goods and the raw materials, all of which has no relevancy to that 4 
section of our national income that may be termed wages and salaries. 

Secretary Humpnrey. That is right. There is a part of that that 
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goes to the depreciation of your plant, to repayment for plant that 
was built for the purpose. 

Senator Humrnrey. Yes. 

Secretary Humpnrey. On the other hand, wages—pursuing the 
example I gave a minute ago, Mr. A’s work is going into making 
war goods whereas Mr. B is m: aking stuff for all of us to buy. 

Now, if three of us are getting wages, and one of them is making 
goods for us to buy, there is much more pressure. We are all getting 
the wages to spend to buy the goods that just Mr. B is making, and 
there is a lot more pressure for those goods, and pressure on the prices 
to get those goods, than there would be if we all three were making 


goods that we could all buy. 
CONTROLS ON CREDIT AND BUYING 


Senator Smirn. Did you not say inflation, you felt, was curbed ! 

Secretary Humrneey. I thinkit is. We have taken the inflationary 
force off. That is one of the things that we have achieved in the 
handling of the debt—running of the money market, the pressure on 
credit—we have now created very substantial pressures on credit. 
We are beginning to get lots of kicks about it, and you will all begin 
to get lots of kicks about it, because credit is being curtailed, and it 
is more difficult all the time to get credit. That means that people 
hesitate to build up inventories, it means they spend only for what they 
are doing; they do not make forward commitments, and it means they 
somewhat curtail their buying. That is what you have to do—have 
them curtail their buying if there is only one of us making goods for 
all of us to buy. So we need to keep those pressures on credit, and I 
think we can do that. I do not believe that at present there is any 
indication of run-away prices. 

Senator Smirn. You think that is the best way to control inflation, 
then ? 

Secretary Humenrey. I do. 

Senator Smiru. Do you think control on credit is better than the 
other controls? 

Secretary Humpnrey. I do. I think that is the normal automatic 
control. 

Now, when we come to the time that we can reduce these Govern- 
ment expenditures, which we must do, that is the time when we have 
got to relax on the credit, and when we have got to see that the tax 
collections are reduced. In other words, if we can save—I will take 
a figure—$20 billion of money that the Government is now spend- 
ing—we must immediately cut the taxes and make sure that the peo- 
ple get that $20 billion, so that the people can spend that $20 billion 
instead of having the Government, so the total is still 70 that is being 
spent or whatever the figures are. 

Senator Smiru. Do you want them to begin spending at that point ? 

Secretary Humpnrey. That is right. I want them to start spend- 
ing the money then. 

Senator Humpurry. I do not want to go into this point now, but 
sometimes when we can visit with respect to it either in the committee 
or privately, I would like to discuss this credit control that you are 
talking about. It is done in several ways, is it not? 

Secretary Humpnrey. That is right. 
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Senator Humrpurey. You have the higher interest way, which is 
one way; also the matter of reserves through your Federal Reserve 
banking system 

Secretary Humrpnrey. That is right. 

Senator Humpurey (continuing). And I think there are some dis- 
agreements at times as to which is the better way of doing this, 
Secretary Humpurey. Well, as a matter of fact, you have got them 
all, 

Senator Humpnrey. Maybe all of them. 





CASH FOR THE TREASURY 


Secretary Humrurey. Or in varying amounts, and you have to be 
extremely careful. 

I will just give one little illustration to you. The other day actually 
we were running out of money, actually the Treasury was running 
dry. We had to get $3 billion to keep cash in the box to pay our bills 
currently. 

Now, how did we get that? We spent a great deal of time in debat- 
ing how we would get that $3 billion. 

If we had done what was previously done, we would have just gone 
into the short-term market, and put out short-term bills, which the 
banks may have to take, which increases your credit base. Gentlemen, 
the difference between printing $20 bills and 90-day bills is just about 
that much. There is hardly any difference between just printing 
money and printing 90-day bills. 

So we had commercial bankers here and investment bankers here 
from all over the country and we canvassed the whole country to get 
an idea of how much money we might take out of the economy without 
disturbing it, and we finally decided that we could take about a billion 
dollars in long-term money, 30-year money. We thought that we 
would have to pay about 314 percent for that in order to keep it at 
par or above, to have it a really good loan, and to have it salable. 

Well, it went very well. It was oversubscribed. Those things are 
often tremendously oversubscribed or undersubscribed. Word gets 
out, you see, before the date comes when people have to make their 
minds up as to the subseription. The word gets out as to whether it is 
going to be a success or a failure, If it is going to be a success, and 
if you really want $10,000 worth, the Treasury will probably have to 
scale subscriptions down, so you subscribe for $25,000 on the theory 
that you are going to be cut down. Then a little later you get the 
feeling, as you talk around a bit, that it is awfully good, and you raise 
your subscription. For instance, one person trebles his, and he sub- 
scribes for $40,000, because he thinks he will have to subscribe for 

$40,000 in order to get $10,000. That is exactly what happened here. 

It got going, and we had five and a half billion dollars of subscrip- 
tions, which we had to allocate down, cut down, to a fifth of what had 
originally been subscribed for in order to get the amounts that the 
people really wanted. 

Senator Hicken.oorer. Mr. Chairman, just as a matter of personal 
orivilege, I want to say that I am just surprised no end here. I have 
a raised into a stratosphere of economic borrowing and economic 
affluence in which I did not dream I would be. 

Senator Smiru. We are both recorded to that effect. 
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Secretary Humpurey. I was afraid that you were going to say that 
I had insulted you because we were talking ‘about billions here. 

Just in a word, I do not fear—— 

The Caarrman. How did you get the other one and a half billion ¢ 

Secretary Humenrey. Out of short-term money. 


AMOUNT OF MONEY IN CIRCULATION 


Now, the reason we have to do that is just this: If we go into the 
market with Government borrowing, and take all the funds that are 
available or too much of the funds that are available out of the market, 
and put it into Government bonds, then there is not money enough left 
in the market, in the savings of people, for the cities and the States 
and the public utilities, and indus try to do their financing which they 
have to have. Suppose we should go into the market and borrow all 
of a sudden, just, let us say, for the sake of argument, went in and 
took ten or fifteen billion—we talk about $260 billion, I do not know 
what that is; nobody else knows what that is. A billion dollars, gen- 
tlemen, is a terrible lot of money. When you are talking real money 
and not printing money, the people—I do not know just how much 
the people have, we are trying to find out—but the people only have 
somewhere between $10 to $20 billion a year of excess money that can 
be used by States, municipalities, Government, everybody. 

Now, if we go in and take it all, for sake of argument, for a year, 
then what happens? Your States have to curtail, your cities have to 
curtail, business has to curtail; it has to curtail its expansion, and the 
first thing you know you have cut down on where you are beginning 
to lose jobs and you are throwing people out of employment every- 
where, and you plunge us right into a tails spin. 

One of the greatest factors—you were bringing up what the factors 
were—one of the greatest pressure factors here that would be decided 
is how much money we can take out of the market and take it away 
from the rest of the fellows who need it. 

So we have got to be extremely careful about that; that is why we 
took half of it to put the pressure on, and put the other to counter- 
balance it out to get the kind of money we need. 





MAINTAINING NATIONAL SECURITY 


The CHarrman. Are you going to Europe? 

Secretary Humpnrey. I have been there and back. 

The Cuatrman. We have Mr. Stassen here, who is going to leave 
tomorrow, as I understand it. Perhaps, Mr. Secretary, you might 
give us your overall judgment as to the MSA program and how you 
happen to agree to it. 

Secretary Humpurey. I can do that in just about a minute. 

The MSA program, a great bulk of the MSA program today—I 

cannot tell you the exact percent, but Mr. Stassen can—the great bulk 
of it is either military end items or items for militar yuse. The eco- 
nomic aid is reduced to an absolute bare minimum. 

Now, I do not believe that any group of people can come in and 
make, as I started to tell you before, radical cuts in the security pro- 
gram without exremely careful study. 
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When you start cutting the security or taking a chance with the 
security of your country, that is an entirely different matter from 
just cutting off departments or services or something of that kind. 
kiven if you cut out a whole departme nt for a year, it would not ruin 
the country, you could still build it back again if you made a mistake. 

Sut if you cut the security funds of your country to the point where 
you have jeopardized the safety of America you have done something 
that is irreparably damaged. So with this tremendous big percentage 
of our total expenditures for total security of America, 1 think we 
have to be very cautious. It slowed me right down to a walk in how 
fast you could go, what chances you could ‘take, in cutting that down. 

I think it has to be only cut down slowly, and with the greatest of 
inilitary consideration everywhere. 

Now, with the MSA program itself, that relates mostly to our 
friends, and I am sure of this: that any time we can get our friends 
to help us to do some fighting, to help us supply things, we are just 
that much ahead. We need our friends to help in this field, 

A great deal of money and time has been spent in building up 
friends, and I will say this—we went over to Teeane to revise the 
reparations about 4 years ago or 5 years ago, and the difference that 
you saw at the time ‘when we went to revise the reparations, when I 
went through very carefully the industrial end of affairs, until today, 
is tremendous, a great difference in the way that those countries have 
developed, and their attitudes. 


REDUCING ECONOMIC AID 


I frankly personally think we ought to come to the end of economic 
aid. I think we ought to head right out of economic aid, I just 
cannot see why, w ith the trouble we are havi ing in balancing our own 
budget, and raising our own taxes and our own difficulties econom- 
ically here at home, that we should be bailing many people out with 
too much money economically. 1 think they ought to go on their 
own, go their own ways, just as rapidly as they possibly can. But 
where we can, by military end items for the French to use in France, 
help them, I think we are just that much ahead. Where we can send 
them military end items, that is building the defense, and if we send 
them to people that we think are going to use them, I would rather 
have a lot of Frenchmen using them than I would sending our Ameri- 
can boys over there to use them. 

Mr. Stassen’s program, his whole program, is designed and turned 
around to be on such a basis as rapidly as possible—you cannot cut 
these things all off in a minute, but he has made, to my mind, a very 
fine reduction in the strictly economic aid, has reduced it to very 
low levels, and he has got the great bulk of his material on military 
end items or on military items that are being procured abroad. 


PHILOSOPHY OF MUTUAL SECURITY PROGRAM 


The Cuairman. Are you satisfied that the philosophy of the pro- 
gram is all right! 

Secretary Humpurey. I believe it is; yes, sir. I favor this idea 
of turning it around in this way, reducing the straight giveaway— 
I just do not believe in giveaway myself any more. There was a 
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time when you had to help other countries, when they were down 
and out. They are not down and out now, and I personally believe 
the giveaway today is at the end of the road. All you have got a 
right to do is to finish it out here and there. 

“Senator Smiru. You do not think this program jeopardizes our 
economy ¢ 

Secretary Humrpurey. This is not a giveaway. 

Senator Smirx. Do you think it is jeopardizing the security of the 
U nited States by reducing the figures? 

ecretary HuMPHREY. ‘I think it is helping the—- 

Senator Smrru. Did you see the Alsop column this morning? It 
seemed to me that he missed the point. He feels that by cutting 
down on the spending, we are jeopardizing our security. I do not 
believe that for one moment. I feel our security has been taken care 
of in this overall program. 

Secretary Humrurey. I personally do. I have talked to Joe Alsop 
about it. He has talked to me about it, and he thinks that we ought 
to be spending a lot more money for security than we are. 


BALANCING THE BUDGET AND NATIONAL SECURITY 


As I said a minute ago, I am distressed not to get the budget bal- 
anced this year. I would like to see it done. But I believe we should 
not balance the budget this year, because I do not think we are justi- 
fied in making the size cuts in security programs that we would have 
to make if we were balancing the budget. I think it is too early, 
it is too fast. We have got to learn more about what we are doing, 
all of us, and get a better picture of a better balanced, less expensive 
program. I think we can get more security for less money, but you 
cannot do it right now. I do not see how you can do it right now, 
and until we see how we can do it, I think we ought not to jeopardize 
the defense of this country. That is the whole story. 

Senator Smirn. I want to be sure that when I go to the floor of the 
Senate and defend this bill, that I am of the judgment that we need 
this bill for the security of our country. 

Secretary Humrnurey. No one is more economy-minded that I am. 

Senator Smiru. I know that. 

Secretary Humpnrey. And they have slowed me right down, I 
just do not want economy at the expense of security. 

Senator Smiru. None of us do. 

Secretary Humpurey. Until you are sure you are right. 

Senator Humpnrey. Is it your view, Mr. Secretary, that the re- 
quests that have come up here represent a judicious and considered 
analysis of our security needs, and should be supported ? 

Secretary Humpnrey. That is right. I think we are on the right 
track, and I think that Mr. Stassen will tell you that as he goes along. 
I have this reservation to all these things—I think and believe that as 
we go along, every single month, these figures should be reviewed, just 
as we do in business, every single month. 

Senator Humpnrey. Yes. 

Secretary Humpnrey. I think we ought to make cuts every month 
if possible. Just because you have authorized some mone y that does 
not mean we ought to spend it, any more than it does in your businéss. 
We have worked a hundred days or whatever it is, trying to get re- 
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ductions to come to you gentlemen with. We have made some progress 
in those reductions. I think we ought to work just as hard every 
day from now on to spend less money than you have authorized us to 
do, and we ought to wind up doing it. 

Senator Humrenrey. Do you mean having a change of attitude and 
coming back sometime to say that we did not have to spend it all? 

Secretary Humenrey. That is right. 

Senator Humenrey. That would be wonderful. 

Secretary Humrnrey. That is right; that is just where we ought 
to be; that is exactly where we ought to be. 

The Cuatrman. Do you know anything about the groups of busi- 
nessmen that have reported to Mr. Stassen? Some members of this 
committee have asked that those reports be produced. Have they 
been produced ? 

Senator Smiru. There are three of them here. 

The Cuatrman. Do you know anything about the contents of them? 

Secretary Humrnurey. I do not. I spoke to Mr. Stassen this morn- 
ing, and he said that when these businessmen left the last time, he 
asked them to please come back here—this was several weeks ago— 
May 7 is the day for their final meeting, to have their report ready, 
and I think it was ready on May 7, and here it is. 





DISCUSSING POSSIBLE TERMINATION DATE FOR ECONOMIC AID 


Senator Sparkman. Mr. Chairman, may I ask the Secretary just 
this one question to clear a point in my own mind ¢ 

Did you say that you believed we ought to cut off economic aid as 
soon as possible ¢ 

Secretary Humenrey. You ought to taper it right down. 

Senator SparkMAN. Then you went on to mention our manufacture 
and export of the end items. Did you intend to exclude the offshore 
procurement ¢ 

Secretary Humeurery. No, sir; I am very strong for offshore pro- 
curement. I think it is a fine way to do it. 

Senator SparkMAN. I did not think that your statement included 
that, but I thought the record ought to show it. 

Secretary HHumpnrey. That is correct. 


BALANCE OF TRADE AMONG FREE NATIONS 


Senator Futpriciur. Mr. Chairman, along that same general line, 
I would like to ask one other question that bothers me. 

The CuarrmMan. Senator Fulbright. 

Senator Futsricnr. As a matter of fact, whether you buy end items, 
wirplanes, or whether you give economic aid, the money that we put 
into this program has the effect of helping to balance the payments 
between these countries and ourselves. Is that not correct ? 

Secretary Humpurey. That is right. 

Senator Futsricur. We would all like to cut this down, of course, 
but how are you going to balance those payments? What do you see 
n the future when we cut down on these purchases of airplanes, for 
example’ I assume, you contemplate that, in the relatively near 
future 

Secretary Humpurey. That is right. 
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Senator Funsrrenr. How do you think the balances between the 
group of free countries and this country are going to be reached ¢ 

Secretary Humpurey. Well, Senator Fulbright, as I said the other 
day ‘be fore the Ways and Means Committee with respect to ree iprocal 
trade, I think one of the most important problems that there is in this 
country that we have to decide within the next year is the problem of 
what we do about our trade with other countries, what we do about, 
our tariff situation. 

Very frankly, I am absolutely openminded on that subject. I have 
not seen any studies that are convincing to me. I do not understand 
this high economic talk that people have. If I can understand it, it 
has to be pretty simple. Just what goods we can bring into America 
that will send dollars abroad, and not put men out of work in America, 
I simply do not know. 

On the other hand, if we are going to keep men in America working 
at full capacity we want to Arab, some goods, both farm products and 
manufactured goods abroad, and there is not a bit of sense in sending 
them abroad unless you are going to get paid for them. 

Now, how you rebalance world trade again so that people abroad 
can buy some things that we want to sell them and pay us for them— 
there is no use sending goods there unless we are going to get paid— 
and how we can, in turn, buy things from abroad in large volume is a 
difficult problem. Small volume is easy; there are a number of things 
that we really want from abroad that we have not got, but they do not 
run into much money. We want to get more money out than that, 
but what we can bring in here from abroad that we can pay for that 
is not going to put people out of work here, I just do not know. 

Senator Fu.sricut. Is that not really the central problem in this 
whole business ? 

Secretary Humpnrey. That is the meat. 

Senator Funtericut. It was the whole reason for MSA to begin with, 
was it not? And have we not had an unbalancing of trade for nearly 
30 years? Is it not true that this is not a new prob lem? Trade was 
unbalanced before the war. 

Secretary Humpnrey. It was unbalanced before the war. 

Senator Futsrient. Yes. 

Secretary Humpnrey. It is an age-old problem, and it is intensified 
at the moment because one of the best ways to get money out of 
America into other lands for them to use to buy stuff is for Americans 
to invest in other lands. 

The Coatrrman. That is right. 

Secretary Humpnrey. And under present conditions, with counties 
where they invest it and they have confiscated investments. 

Senator Futsricntr. That is right. 

Secretary Humpnrey. And when you have an intensely national- 
istic spirit in a lot of countries in the world, where they do not want 
Americans and their money, why, you have intensified your difficulties 
in foreign investments. 


TRADE BALANCE BETWEEN UNITED STATES AND FREE WORLD 


Senator Futsrient. Relating that to the very specific question here, 
Mr. Stassen the other day showed us that even last year with miore 
foreign aid than was anticipated this year, we still, with tourists and 
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everything, drew half a billion dollars of gold from these countries. 
That is weakening their currency. I do not like this as a theoretical 
idea anymore than you do, but I do not see the answer to it unless 
something is done regarding the trade. 

We fool ourselves if we expect to keep what we call the free coalition 
together, while insisting that the other free nations not trade with the 
Russians or any satellites. Every day we read something about it; yet 

*we cannot trade with them either. Now, it is a dilemma to which 
I cannot see the answer. 

Secretary Humpnurey. Well, I think you are in just about the same 
shape I am. 

Senator Futsrienr. You have got to see the answer; you are the 
only one we can rely on. 

Secretary Humpnurey. Well, we have got to do the best we can. The 
only way I know of is to go at it, and to stop theorizing and get down 
to brass tacks, and see what are the goods—what is ‘there worth a 
billion dollars in the world somewhere that can be brought in. Let 
us say we will bring it in, and let us see what it would do to us if we 
had got it. 

Senator Futsrient. You are talking about business analogies. It is 
simplified ; you have just got to buy as much as you sell. 

Secretary Humpnrey. "That is right. In order to get paid for it. 

Senator Fu.sricut. Does it not come down to that ! 

Secretary Humpnrey. The only way foreign countries can pay for 
goods, I mean the only way we can get paid for what we sell, is to get 
money to them. You can do that by buying goods, by making invest- 
ments, and by tourists, from the services and in the trade. 

Senator Futsrienr. Of course, I consider the tourist himself as buy- 
ing something; you are buying something from them when you send 
a tourist. 

Secretary Humpnrey. That is right. 

Senator Futsrient. As for the investment part of it, there still has 
been a deficit over all those years. That is why you have got all this 
gold down here. 

Secretary Humpnrry. That is right. 

Senator Fursricut. You drained it out of them. I do not see any 
answer unless we can do something with that problem. 

Secretary Humpurey. Frankly, I do not know what the answer is. 

Senator Futsrienr. Unless we give up, and if we give up all the 
trade with these people, and let them go to the Russians, that is not 
an easy answer, either. We cannot live on industries ourselves, can we ? 

Secretary Humpurey. You were making my speech to the committee 
the other day as to why I favored the administration’s plan to reenact 
by a one-section bill our present basis, and then give us a year to try to 
study this thing out; let all of us go to work and see what we can 
come up with because to me it is just an enormous problem. 

Senator Futsrient. But even the reenacting of it has proven to be 
insufficient because we have continued to have deficits, 

Secretary Humpnrey. The reenactment is not an answer; that is 
just holding to give us the chance to find out what we are going to do. 

Senator Futsricut. Do you believe it is an answer? 

Secretary Humpnrey. No, I do not. 

Senator Fursrieut. That is what I wanted. 
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Secretary Humpurey. All I believe is that when you do not know 
what to do, you had better just wear out the seat of your pants in 
looking. 

COMPARING WAGE SCALES 


Senator HickenLoorer. Mr. Secretary, I think there is one other 
element that is probably affecting this thing. Providing the goods 
n this country on the basis of $10 to $12 labor in wages, those goods 
cannot be sold in countries operating on a $2 or $3 labor scale for the 
same amount of time. They cannot buy our goods on that kind of a 
labor basis and, conversely, if we begin to bring goods into this coun- 
try, based in some instances on as low as a 50-cent labor scale, they 
will simply put out of business many of our industries here that are 
operating on a $10- or $12-a-day wage scale. I mean it is the differ- 
ence between the purchasing power—— 

Secretary Humpnrey. There is a lot, Senator, in what you say, that 
[ will agree with. But I will never agree that American ingenuity, 
American management, and American machines cannot pay our people 
a lot more money than any other place in the world, and still cannot 
beat them in price. I have seen it. 

Senator Hickentoorer. I am not saying that we should not have a 
high wage scale. I think we should have a high wage scale. 

Secretary Humpurey. I know we can do it. 

Now, there is a limit beyond which you cannot go, but I do not 
worry too much about it. 

Senator HickenLoorer. Well, we talk all the time about selling 
abroad. 

Secretary Humenrey. That is right. 

Senator HickENLoorER. We cannot sell abroad on our costs to people 
who just do not produce the money to buy it. 

Senator Fursrient. Well, Senator, the automobile industry is a 
good example of where they pay the highest wages and still can pro- 
duce the best 

Secretary Humpnrey. Your two hands are just the same as—maybe 
not quite as strong as—a Chinese pair of hands or some other fellow’s 
hands. But when you get through in America, and somebody has 
invested ten, fifteen, twenty thousand dollars in power that comes 
through your hands to do things with, you have got a pair of hands 
that there are no hands in-the world to compare with. 

Senator Hickenwoorer. That is very true. 

Secretary Humpnurey. And that is what you have got in this coun- 
try that you have not got any place in the world. 

Senator HickENLOoPER. Sure we can produce automobiles cheaper 
in this country than in any other country, but we cannot sell them 
abroad, 

Secretary Humpnrey. We sell an awful lot of them. 

Senator Hickentoorrr. We sell some but we cannot sell them to 
large numbers of people because of the cost. 

Senator Funsricut. Because they do not have dollars, they cannot 
pay for them. 

Senator Hickentoorer. Because their economy is not high enough, 
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The Cuatrman. You had better look at the tariff. You are putting 
the woolgrowing industry right out of business now because they 
are letting i in wool at a price they cannot produce it for. 

Senator Funsricut. Well, the sheep are a little different from the 
hands he is talking about. It doesn’t apply to every industry. 

The Cuarrman. Senator Hickenlooper is saying that about half 
the market in the world is in the United States, and primarily belongs 
to the American producer. 

Secretary Humrnrey. Yes. 

The Cuatrman. I would like to ask you, Mr. Secretary, to come 
back this afternoon. 

Secretary Humpnrey. I cannot make it. 

The Cuarrman. All right, perhaps we can arrange it for sometime 
next week. Right now some of our members wish to ) speak to you, Mr. 
Stassen. Could you be back here at 1: 304 

Mr. Srassen. If you wish, or I could answer your question of yester- 
day ind minutes. I have got a written statement of it. 

Senator Humpnrey. Let us do it. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR FOR MUTUAL 
SECURITY—Resumed 


Mr. Srassen. It will just take 3 minutes, and you may want to 
follow up with some of my staff. 


MUTUAL SPECIAL WEAPONS PLANNING FUND 


Mr. Chairman and members of the committee, in response to your 
request for further information on chapter II], the mutual special 
weapons planning fund, of President Eisenhower’s 1954 Mutual 
Security Program, may I present the following explanation. 

The genesis of this chapter is a decision of the National Security 
Council of the United States that more emphasis should be placed on 
new and special modern weapons in the security program. 

A further background is the fact that General Ridgway’ s SHAPE 
command is now conducting a study of the relationships of new and 
special weapons to the NATO defense planning and the report of this 
study is due in August. 

The reasoning behind both of these is that the United States and 
the NATO nations should pose a defense against mass forces relent- 
lessly attacking, if they should do so, which is least costly in our 
manpower and is bearable financially over a period of years without 
economic breakdown. 

Chapter IIT was drawn with the concurrence of the Department of 
State, the Department of Defense, the Bureau of the Budget, and 
the Director for Mutual Security. 

Chapter III does not include atomic weapons, as these are exclu- 
sively controlled by other legislation. 

The procedure under which chapter III would operate can best be 
explained by hypothetical illustrations for security reasons. 

Suppose that one of our smaller NATO partners has successfully 
designed a new and highly effective weapon for the destruction of 
enemy tanks. 





Cake. ile 


Canes Ss Sei Rp tite LURE ON A + 





FN a i i AR 


| 





MUTUAL SECURITY ACT OF 1953 177 


Suppose that another one of our NATO partners has successfully 
designed a new and more reliable antiaircraft weapon for the destruc- 
tion of enemy bombers. 

Suppose that the United States or one of our NATO partners has 
successfully designed a new weapons barrier that can better stop suc- 
cessive waves of ruthlessly expended enemy soldiers attempting a 
breakthrough. 

In either of these instances if SHAPE recommends, after study 
and evaluation, that the particular weapon would be of importance 
in the future defense of NATO, this recommendation would be re- 
ferred to the United States Department of Defense and the United 
States Joint Chiefs of Staff for evaluation and for a recommendation 
to the President. 

Upon the receipt of the report of the Secretary of Defense and the 
Chairman of the Joint Chiefs of Staff, the President would make the 
determination of whether or not to use a portion of the $250 million 
authorized under chapter III to initiate production of the special 
weapon. 

It should be contemplated that production would involve a long 
lead time and it may well be 3 or 4 or 5 years before production in 
volume is realized. 

After the weapon is produced, the matter is again referred to the 
Department of Defense and the United States Joint Chiefs of Staff 
for their further recommendation, and upon this report the President 
then may determine the delivery of nondelivery of these items upon 
the basis of furthering the United States objectives under the Mu- 
tual Security Act. 


EFFECTS AND RESULTS OF MUTUAL WEAPONS PLAN 


The weapon result will quite certainly be 3 or 4 or more years away. 

But the legislation will have an immediate favorable stimulus to 
this type of research and w sapons development on the part of our 
NATO partners. 

Lt. will also have an immediate favorable result upon the partner- 
ship climate and security attitude in NATO. 

In the long term, Mr. Chairman, it may well prove to be, from the 
standpoint of security and peace, the most important $250 million in 
the entire 1954 Mutual Security Program. 

Senator Funsricut. It is essentially research ? 

Mr. Strassen. It is the development: al production based on research, 

Senator Futsriant. It inspires research. 

eaens Smiru. Are you consenting to taking it out of chapter I? 

Mr, Strassen. Yes, sir. 


WEAPON RESEARCH AND DEVELOPMENT 


Senator Gittetre. Mr. Chairman, I think I initiated the inquiry 
on this. I concluded from your statement, as was suggested by Sen- 
ator Fulbright, that this $250 million is not for the purpose of fur- 
nishing special weapons, but for research and development before 
they go into production. 

Mr. Srassen. Well, it can be production initiated by and based on 
the research and development of, a NATO partner, for example. In 
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other words, you cannot particularly specify how it would be used in 
a hypothetical future instance. But let us suppose that a small coun- 
try has got quite an idea, and you know some of the great scientists 
sometimes turn up in the small countries. If they know they cannot 
place it in production, for example, if it is an elaborate electronic 
device, they would be kind of let down and discouraged. However, if 
they know that they can submit it and prove its worth, and that there 
is a fund that can take hold of it and move it into production, evel 
though it involves a long lead time, then this fund will provide that 
stimulus—that lead—which is so important in this kind of a situation. 

Senator Giierre. Then the answer is, as I suggested, along this 
line: Suppose one of our smaller NATO partners successfully de 
signed a new and highly effective weapon, that will probably be 
effective. This $250 million is to be used for the purpose of assisting 
them in research and development of that weapon, rather than fur- 
nishing weapons that have been already decided in design, and hav- 
ing gone into production. 

Mr. Strassen. That is right. In other words, it is sort of a develop- 
mental research plus initial production; that would be about the way 
you would follow it through. 

Senator Giuterre. That explains it. 


HYPOTHETICAL USES OF WEAPONS PLANNING FUND 


Senator Humpnrey. Governor, could it be used also in case we have 
a weapon here that we have in very limited production, but thought it 
might be desirable at the neauost of SHAPE, to get it into the NATO 
armies? In other words, I do not want the legisl: itive history here 
to limit what the use of this $250 million may be. 

Let us assume, for example, that in the United States we have gone 
through the research and developmental stages, and we have a lim- 
ited amount of production, although it has not been really pushed. 
Then all at once SHAPE, after proper consideration, decides to use 
it. Would the President then be authorized to let contracts under 
this $250 million? 

Mr. Srassen. Take a hypothetical case again. Suppose instead of 
a NATO nation, some of our own scientists ret a new device for 
knocking out tanks, get some electronic dohittol, it so forth, some- 
thing which has great promise, and maybe, on the belief that we 
would not be fighting tanks in the United States, our own military 
program, from the standpoint of the defense of the United States, 
would make no provision for its expansive production. The President 
could decide, after a report of the Joint Chiefs of Staff and the De- 
vartment of Defense, that he wanted to put another production line 
in on this device for the possible future use in central Europe, and 
then after he got them produced, he would make a second decision 
as to whether or not, under the situation that then existed 3 or 4 years 
from now, he wanted to put some of these over in Europe. 

Senator Gitterre. Governor Stassen, I should be very reluctant to 
agree that the funds should be used for that purpose. We have re- 
search and development funds, and we have research and development 
channels in all the armed services for the development of a new design, 
and for the testing of a new design. I should be very reluctant to 
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think that this sum of money should be made available to the Presi- 
dent for research and development, looking to production outside of 
the channels that we have provided. 

Mr. Srassen. Not outside the channels; no. You are entirely cor- 
rect that this would be in the channels, and it would have its special 
significance in the NATO instances that I give. 


SPANISH SITUATION 


Senator Mansrrevp. Mr. Chairman, may I ask a question? 

Governor, when you were before us a week or so ago, I asked you 
about Spain in connection with the new bill. Unfortunately, I did 
not get to the old Supreme Court Chamber when you testified earlier 
this week. 

Could you give the committee your understanding of the Spanish 
situation ? 

Mr. Strassen. Yes. We have now in reserve $125 million of pre- 
viously appropriated funds for Spain. The negotiations with Spain 
are active at present. If those ae tions do not result in an ob- 
ligation of that fund by June 30, then the carryover provision that 
will be included in the law should oe so worded that it clearly includes 
the $125 million, if that is still to be available in fiseal 1954 for Spain. 

Senator MANSFIELD. I see. 

Mr. Srassen. But if the negotiations are successful, and this fund 
is obligated, then that $125 million is on the trac ks, and there is 
nothing especially that needs to be done. That is the picture. 


REPORTS OF MSA EVALUATION TEAMS 


The Cuamman. Now, Governor, just one other question that occurs 
tome. Senator Ferguson was concerned about these blue books which 
are the reports of your special committee. There is a lot of gossip 
among the press and others to the effect that there has been some dis- 
agreement between these businessmen as to the advisability of con- 
tinuing MSA, as to the advisability of following this suggestion that 
we have now before us, and so forth. I have not seen those books. 
But in view of the fact that they have been left here, I think you 
might tell us very generally what your own reaction is to the recom- 
mendations. They have got to be positive so that they find they are 
not mistaken in your ev aluation. 

Mr. Srassen. Yes. Mr. Chairman, yesterday the evaluators were 
back for the full day in accordance with the original plan. The date 
of May 7 had been set for their coming back, with the thought that by 
that time we would tell them what we had to present to Congress. We 
then had in mind that we would come up to Congress the first week 
in May. Yesterday I went through the 1954 Mutual Security Pro- 
gram with them, and also covered what we were doing in the field of 
administration. 

I think it is correct to say that it was their unanimous view that our 
1954 program was consistent with their recommendations, and that 
administrative steps which we intend to take with respect to SRE, 
and in our central setup, were likewise consistent with their recom- 
mendations. 
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FOUR VIEWS ON ADMINISTRATION OF MSA PROGRAM 


Now, as to the central organization in Washington, you are aware 
that I have at the present time two positions. I am Director for 
Mutual Security in the Executive Office of the President, with certain 
responsibilities to coordinate State and Defense matters relating to 
the program; I am also the Administrator of a Mutual Security 
Agency. I would say there is unanimity among businessmen that one 
or the other of my two positions should be : abolished. They were not 
unanimous as to which of the two should be abolished. I also coneur 
that one of them should be abolished. In other words, the dual 
position—— 

The Cuamrman. Which one do you think should be abolished ¢ 

Mr. Srassen. This problem has undergone much study, and it is 
being studied by the administration at this very time. Let me put it 
this way: There have been four viewsof how this program should be 
administered: One is to put it all in an enlarged State Department 
with a new Under Secretary in charge of it; another is to put it all 
in Defense, with a new Under Secretary of Defense; a third is to 
divide it between the Departments of Defense and State, but put a 
new assistant to the President or director in the Executive Office of 
the President to coordinate these two departments from the standpoint 
of this program; the fourth view, and this is the view that I am con- 
vinced from the study of the Rockefeller group and so on, is most 
sound, is to take the direction and administration of the program 
entirely out of the Office of the President—in other words, abolish 
my position as Director for Mutual Security in the Office of the 
President—and create an operating agency junior to the Secretary 
of State, junior to the Secretary of Defense, and under the command 
of the President, with a responsibility on the operations level of 
pulling the State and Defense programs together, receiving its foreign 
policy guidance from State, Defense policy guidance from the See- 
retary of Defense, and through him the Joint Chiefs of Staff, fitting 
together a coordinated program, clearing it through the National 
Security Council, where we all sit, and then putting it in operation. 

In other words, while from some business standpoint you could 
say that you should coordinate these two departments from the Office 
of the President, I do not feel in our form of government that any- 
body but the President should ever attempt to coordinate a Secre- 
tary of State and a Secretary of Defense, so I think your position 
must be junior, and you must be a junior operations unit: 


POSSIBILITY OF A REORGANIZATION PLAN 


The CHarrMan. Do you expect to submit a reorganization plan to 
that effect? 

Mr. Strassen. Of course, that is for the President, There has been 
a great deal of work on it, and it is under very active study by the 
President and the Reorganization Committee under him. 

Senator SparkMaAn. Would the decision of the Security Council 
be final in case of lack of accord between the two? 

Mr. Srassen. The decision of the President, of course. The Se- 
curity Council is advisory to the President, and he sits on it, and, 
naturally, his vote is the one that counts. 
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Senator SparKMAN. The reason I asked—— 
Mr. Srassen. Then it goes to Congress. 
Senator Sparkman. The reason I asked is you said it goes to the 
Security Council. 

Mr. Srassen. The Security Council, with the President there, repre- 
sents the final stage in program formulation; really it is his decision 
which is the final ‘decision before the program comes to Congress. 

In this particular instance, as you already know, the 1954 program 
has been worked through and worked through until it was unanimous. 


AN OPERATION ADMINISTRATION 


Senator Smiru. This organization plan you are suggesting is men- 
tioned here in the recommendations of these reports. I just have the 
report for Germany which recommends, for example, that the MSA 
be transferred to the State Department; it also recommends the MSA 
mission in Germany be abolished. 

Mr. Srassen. What you are saying is correct. We reported to them 
yesterday on our own thinking—we made different kinds of recom- 
mendations as to how they lh: indle the problem. As I say, they are 
unanimous that I should not hold two positions. As they said, they 
were not reflecting on me. 

Senator Funtsriegnt. What is the character of that new organi- 
zation? Is there anything similar to it in the existing government? 

Mr. Srassen. It would be an administration, an operations admin- 
istration. 

Senator Futsrienr. Operations administration. 

Did you have any terminology you worked out as to how you would 
describe it ? 

Mr. Srassen. The Mutual Security Administration. 

Senator Fu.sricut. Mutual Security Administration. 

Mr. Srassen. Rather than agency. 

Senator Futsrient. Would it be responsible to the National Secur- 
ity Council and to the President ¢ 

Mr. Srassen. That is right. But written into the plan, is the state 
ment that this administration would take its foreign-policy guidance 
from State and its defense-policy guidance from Defense, and that it 
should use the other departments of Government, like Agriculture, 
Commerce, and so on, in carrying out its program, and not duplicate 
anything they could do overseas. 

Senator Humpurey. Would it use their personnel ? 

Mr. Srassen. Then on the country level the anticipation is that we 
would develop one integrated team, with the Ambassador as the head 
of it, with the economic counselor and the head of Mutual Security 
operations being the same person, and with the labor attaché, also the 
head of labor activities. 

Senator Futprient. Do you mean an employee of the State Depart- 
ment and not of yours? 

Mr. Srassen. No; he would be on the Mutual Security Program 
table, but he would be subject to the direction of the Ambassador and, 
in fact, the Ambassador could at any time recommend to Washington 
that any person should be pulled back from the country; in other 
words, give the Ambassador that authority over the whole team. That 
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is the direction in which we are moving in the administration of the 
program. 

Senator Mansrtevp. Governor, what are you going to do about these 
excess ambassadors you have in MSA? ’ 

Mr. Strassen. There is only going to be one left. He is going to 
be the Ambassador to NATO, and will be the head of the multil: atera| 
team in Paris. 


RECOMMENDATIONS OF EVALUATION TEAM 


The CHamMan. Does all the team agree on the fundamental advisa- 
bility of this program and on the amounts, say, that have been recom- 
mended ? 

Mr. Strassen. Yes, they do. 

The Cnarman. Is the only difference now a matter of the mechani- 
cal setup in the future ? 

Mr. Srassen. I do not think there is any difference on that any 
more. Yesterday we talked the whole problem through, discussing 
the four different methods of approach to the question of organiza- 
tion. We told the evaluators how we were putting it together, and 
they appear to be unanimously of the view that that was about the 
best way to try it, and to see how it would work. 

The Cxarrman. There were some very prominent men on those eval- 
uation teams. If there is any question raised we could get a state- 
ment from them confirmatory of this. 

Mr. Strassen. Yes. Mr. Spang, who is president of the Gillette 
Safety Razor Co., was the leader of the French team, and France was 
one of the most important studies: Mr. Robertson, was the leader of 
the German team, from Hamilton, Ohio; Mr. Henning W. Prentis, Jr., 
was head of the English team; and Mr. Brayton W ilbur was the head 
of the Indochina team. We could get you a list of the heads of all 
these 12 teams. 

The Carman. Why not ask them to send in letters confirmatory 
of this situation? If you will, then, supply those names for the record. 

(The information referred to follows: ) 


TASK Force CoorDINATOR AND EVALUATION TEAM LEADERS 


Task Force Coordinator 
Mr. Clarence Francis, chairman of the board, General Foods Corp. 


Deputy Task Force Coordinator 
Mr. Edwin T. Gibson, Graduate School of Business, Columbia University. 


Team leaders 


Denmark—Walter M. Ringer, chairman of board and director Foley Manu- 
facturing Co. 

Formosa—Harry Amos Bullis, chairman of the board, General Mills, Inc. 

France—Joseph P, Spang, Jr., president The Gillette Co. 

Germany—Reuben B. Robertson, Jr., president The Champion Paper and 
Fibre Co. 

Greece—Thomas A. Morgan, New York City. 

Holland and Belgium—Paul B. McKee, president, Pacific Power and Light Co. 

Indochina—Brayton Wilbur, president, Wilbur Ellis Co. 

Italy—F rederick C. Crawford, president, Thompson Products, Inc. 

Philippines—F. N. Belgrano, Jr., president, The First National Bank of 
Portland. 
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Turkey—Frederick M. Sayre,’ honorary chairman of the board, Corn Products 
Refining Co. 

United Kingdom—Henning W. Prentis, Jr., chairman of the board, Armstrong 
Cork Co. 


DISCUSSING POSSIBLE REORGANIZATION PLAN 


Senator Humpurey, Mr. Chairman, are we going to get a reorgan- 
ization plan on this? 

The Cuarrmman. I do not know whether it is going to be a plan or 
ora law. If it is a reorganization plan, it probably will not come to 
this committee. 

Senator Fu.sricut. No. 

Senator Humeurey. I mean, is that going to be contemporaneous 
with the authorization approval? 

The CHairMan. | do not suppose so. 

Senator Humpurey. I am just seeking information. Is that going 
to follow? 

Mr. Strassen. All I can say at the present time is there has been a 
great amount of work in the executive branch, discussions between the 
departments that are concerned, the Bureau of the Budget and the 
Attorney General on this situation. I could not say at this time 
just exactly when or in what form the matter may come forward. 

Senator Humpurey. One final point, Mr. Chairman, in reference to 
your statement, Governor, as you know, we asked some questions of 
General Bradley on this yesterday, and also of Mr. Wilson. None of 
them seemed to be too familiar with what this title or chapter III 
was about. Is it fair to say that it is still pretty much in the experi- 
ment stage, that insofar as definitive, precise, and detailed plans are 
concerned, those are not really available ¢ 

Mr. Srassen. That is correct; and, furthermore, of course, as pre- 
cise things develop, they would be of such a high security nature that 
they could not possibly discuss them in open session. 

Senator Humpnrey. And this is essentially to give the President a 
little more leeway in the utilization and the application of mutual 
security funds where it may be of particular value in limiting the use 
of manpower and, at the same time, building defensive strength ? 

Mr. Strassen, Right. 


POSITION OF SPECIAL REPRESENTATIVE IN EUROPE 


Senator Mansrietp. Mr. Chairman, could I ask the governor an- 
other question ? 

The Cuarrman. Yes. 

Senator MansrieLp. Are you going to abolish the SRE office in 
Paris? 

Mr. Strassen. The plan is—we are in executive session, are we not? 

The Cuatrman. Yes. 

Mr. Srassen. The plan that is being shaped up is to change it to a 
multilateral mission of the United States to the various multilateral 
organizations, headed by the Ambassador to NATO under the State 
Department. 

Senator Mansrie. I see. 


1 Died during course of evaluation. 
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Mr. Srassen. And not continue its supervisory aspects over the 
various countries. Its personnel woild be cut down to less than one- 
half. 

The Cuarrman. I see that you have issued a release here for this 
afternoon that is quite extended. Can you tell us the gist of it? 

Mr. Srassen. Yes. This was cleared yesterday by these country 
teams for release this afternoon at 3 o’clock; at the same time, they 
cleared the whole detailed material for submission to the committees 
on a confidential basis. The release represents the amount of material 
that the group said could be made public. 

Senator Smiru. Is that sort of a summary of their reports? 

Mr. Strassen. That is right; a summary with the classified material 
taken out. 

The Cuamman,. Are there any other questions, gentlemen ? 

We wish you God speed on your trip, sir. 

Mr. Srassen. Thank you very much. 

The Cuarrman. And may you come back with a lot of information. 

Mr. Woop. Mr. Chairman, you charged me with a commission which 
I wish to discharge now, if I may. 

You asked me in connection with this communication to the com- 
mittee chairman relative to the transfer of funds, as to what, if 
any statement or release had been issued by the White House concern- 
ing it. 

[ can report that to you now if you would like, or have you had a 
report from Dr. Wilcox? 

The CHairmAn. You may make your report, but let this be off the 
record. 


(Discussion off the record.) 
(Whereupon, at 12: 45 p. m., the chairman asked that the committee 
be adjourned. ) 
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MONDAY, MAY 11, 1953 


UNITED STATES SENATE, 
YOMMITTEE ON ForEIGN RELATIONS, 
Washington, D. C. 
EXECUTIVE SESSION 


The committee met, pursuant to recess, at 10:45 a. m., in the For- 
eign Relations Committee room, United States Capitol, Senator Alex- 
ander Wiley (chairman) presiding. 

Present: Senators Wiley (chairman), Smith of New Jersey, Taft, 
Knowland, George, Fulbright, Sparkman, Gillette, and Mansfield. 

Also present: C. Tyler Wood, Deputy to the Director, Mutual Se- 
curity Agency. 

The Cuamman. The committee will come to order. The first wit- 
ness is Livingston T. Merchant, Assistant Secretary of State. 

Weare very happy to have you with us, sir, this morning. You may 
carry on in your own way. 

Mr. Woop. Mr. Chairman, could I just make a 1-minute opening 
statement before Mr. Merchant starts? We neglected to make it 
clear that I would kick this off. 

Mr. Chairman, we had proposed, if the committee pleases, as I said 
before the opening of the session, to discuss with the committee the 
specific programs in the European and NATO area this morning. 

The first principal witness will be Mr. Livingston Merchant, As- 
sistant Secretary of State for European Affairs, who will open with 
a brief statement of the salient political issues and facts concerning 
this area. We will then have Major General George Stewart, Direc- 
tor of the Office of Military Assistance in the Office of the Secretary 
of Defense, who will deal with the military end item and training 
put of this program in this area, and he will be followed by Mr. 

Jennis Fitzgerald, Assistant Director for Mutual Security, who will 
deal with those parts of the program in this area which concern other 
than military end items and training. 

I would propose, if it please the committee, that each one of these 
gentlemen, when I call upon him, make a brief overall statement and 
then, thereafter, we can go into as much detail as the committee wishes 
on the country-by-country programs, both military and defense financ- 
ing, in this area. I would also, Mr. Chairman, like to make one other 
request or suggestion to the committee. 


UNEXPENDED BALANCES AND UNOBLIGATED BALANCES 


The problem of funds, the unexpended balances, the unobligated 
balances, is obviously one of the very crucial questions in this program, 
and one which this committee will, I believe, wish to go into very 
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carefully. In order to save the time of the committee and to make 
the presentation on that point as useful and authoritative as possible, 
I make the suggestion that we have a special session on the subject at 
which we would have some of the top financial and procurement officers 
of the Office of the Secretary of Defense. I would, therefore, suggest 
that if the committee wishes, we concentrate on the programs in this 
area this morning, and leave to that later session a detailed discussion 
of this very important question. 

Finally, may I point out one document that has been placed before 
you. It is that long mimeographed document, containing the break- 
down into the various chapters of the amounts requested in this legis- 
lation. A similar breakdown was printed in the basic data book, this 
little book which was given to the committee. We have sent up a 
mimeographed document which you have before you this morning, I 
believe, which contains one important change, and therefore the figures 
given in this mimeographed document for chapter I will not agree 
with the figures printed in your basic data book. 


SHIFT IN AIR FORCE FUNDS 


There has been a shift in Air Force funds from the European and 
Near East areas to the Far Eastern area amounting to $77 million. 
I merely wish to mention that so that if some Senator starts checking 
one document against the other, he will not be confused by the fact 
that the two don’t agree. The mimeographed sheet which has been 
laid before you is a more up-to-date sheet. 

Now if the committee please, I would ask Mr. Merchant to pro 
ceed. 


STATEMENT OF LIVINGSTON T. MERCHANT, ASSISTANT 
SECRETARY OF STATE 


Mr. Mercuant. Mr. Chairman and gentlemen, in his recent ap- 
pearances before this committee, Secretary Dulles I think has gone 
into, in some detail, the recent ere in Europe and our policy 
with regard to that area of he world. Consequently, I will try to 
keep my remarks as brief as possible. 


COUNCIL MEETING OF NATO 


The cornerstone, of course, of our foreign policy in western Eu- 
rope is the North Atlantic Treaty Organization, and as the Secretary 
reported to you, the April meeting which I attended with him in Paris 
was in really all aspects a successful one. It achieved agreement on a 
number of important aspects of the maintenance and the buildup of 
the defense efforts of our partners. 

It also, I think, was significant in that in the political discussions 
which were indulged in with great frankness in the Council on the 
nature of the Soviet threat, there was arrived at a complete agree- 
ment, despite the fact that the meeting took place in the early stage of 
the Soviet peace offensive. ' 

ee that fact, there was complete agreement as to the unvarying 
basic long-term continuing threat of the Soviet Union to the free 
world, and agreement that there could be no slackening of resolution 
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or effort in building the shield of our defenses as a protection against 
possible aggression on the part of the Soviet Union. 












COMMUNISM IN FRANCE AND ITALY 





The CHairMANn. There is one question there that [ want to inter- 
rupt and ask you about right now, because I think it is up to you peo- 
ple to do a little explaining for the record about France, which has 5 
million Communist votes. 

Is it the thought of Frenchmen that these people are Russian Com- 
munists or French Socialists or where does their loyalty lief In 
other words, if we are going to go ahead and build up France with 
airfields, put money in to furnish the economic assistance, 5 million 
saboteurs would certainly be a terrible situation. 

[ have heard many people discuss that, but I haven't heard any of 
you people _ uss it, and I wish you would tell us right now what 
your reaction is, because while we were in Italy some time ago we 
got the i gbenion from Italian officials that while in the north there 
were Communists, they were really primarily Italians and only the 
leaders would be tied up with the Kremlin. 

They told us, that after all, Italian Communists were primarily 
Italian citizens and Italians at heart. They voted that way only be- 
cause of some economic or political reason. [ think this is tremendous- 
ly important. If you don’t mind my interrupting and if you have 
something to say on that subject, 1 wish you would clear the decks 
right away. 

Mr. Mercuanr. I would say, Mr. Chairman, in reply that there 
is, of course, a hard core and a disturbing hard core of genuine Com- 
munists in France. The number, however, is relatively small, and 
particularly small in terms of the number who vote Communist in the 
elections. 

There has been in the last two years a steady decline in the number 
of party members. There has not been a comparable decline in the 
Communist vote. There have been recent developments from which 
| think we can take considerable encouragement and satisfaction, 

For example, within the last six weeks the afternoon Paris Com- 
munist paper, which has been, of course, virulent in its attacks on the 
United States and on the West, went out of business. It went out of 
business because its circulation had declined so far that the continuing 
or the increasing subsidy that the Communist party in France had 
to pay in order to keep it on the newstands apparently was unbearably 
high. 

There has been also, as you know, sir, in the past six months clear 
outward evidence of the most serious and, to us gratifying, split in 
the leadership of the French Communist party. 

Martey and Tillon, who have been since before World War II at 
the very top of the hierarchy, noted for their toughness, noted for their 
appeal to certain elements among the voters, those two men have been 
expelled from the party and are in disgrace. 

You have had within the past year clear evidence that the efforts 
of the Communist Party to achieve at least a short-term tieup with 
general strikes and riots such as the one which they put on to greet 
General Ridgway, have been unsuccessful. The rioting was bi oken up 
by the police with firmness. 
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Duclos was arrested shortly thereafter, as you will recall, and the 
police by their actions have confirmed to us what they have told 
officials of this Government privately, that they believe that they have, 
in contradistinction to the situation that may haxe existed 5 or 5 
years ago, control by the forces of law and order over the subversive 
and treasonable activities of the Communists. 


MUNICIPAL ELECTIONS IN FRANCE 


I will mention one other point which I think probably has some long- 
term significance and encouragement, Mr. Chairman, and that is that 
there was some evidence in the municipal elections which were held 
2 weeks ago yesterday, with the runoff a week ago yesterday, that 
the Socialists since they have been out of the coalition, are drawing 
away voters in some measure from that body of voters which had ino 
place to go if they wanted to register in radical form their dissent 
or objection to governmental policies. They had no place to go in 
the past except to the Communist party. 

I don’t think we can take the results of the municipal elections as 
conclusive, but the tendency which I think was evident was a tendency 
of the extremists at both the right and the Communists on the left to 
lose some ground. In summary, I would say that the size of the vote, 
of course, is disturbing. 

I would say, however, that the hard core of Communists is decreas- 
ing rather than increasing, and that we have a continuation of what 
has existed almost since the end of the war. Even in areas and in 
occupations which one would expect to be most violently anti-Com- 
munist, such as the small independent farmers in the rural districts, 
you have a tendency for non-Communists to vote the Communist 
ticket as a protest. 

Mr. Wood has just called my attention to the fact that on page 49 
of the basic data book there is some discussion of this subject. I am 
sure we would all be happy to go into it in great detail when we come 
to a country-by-country basis, unless there is something, Mr. Chair- 
man, that you or other members of the committee would ask me to 
expand on at this point. 


HARD CORE OF COMMUNISM 


The Cuarrman. Is it the judgment of the leaders which you talked 
with that first, the police have what you call the hard core in hand and, 
second, in ease of an out-and-out break, that France herself by and 
large would be with the West and, third, that the danger of sabotage 
from this group is not only diminishing but is very small? 

Mr. Mercnuant. That is the conviction of the French leaders, Mr. 
Chairman, and I believe there is solid ground for sharing that convic- 
tion. 

The Cnarrman. Carry on. 

Senator Guerre. Mr. Chairman, there is one question I would 
like to ask there of the witness. 

You have used the term “the hard core of the Communists” 2 or 3 
times here, and that expression, of course, we used to use in reassuring 
way whenever we raised the question during the time we were over 
there. We were told that while the percentage of Communists was 
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disturbingly high, the hard core was relatively small, and therefore, 
(here was not a great occasion for alarm. Well, what is the hard core 
and how is it determined and who determines it ¢ 

Mr. Mercuant. The hard core in the last analysis would be de- 
fined by me, Senator, as the card-bearing members who are in the 
Communist conspiracy within France. The membership is pretty 
well known to the police. It is a description which I would say was 
almost a police force description of the hard core. 

If I might go back to Marty and Tillon—I believe you were in 
France at the time they were on the front pages of the papers—those 
two were really bully boys of the movement. They were the ones who 
have apparently, within the councils of the Communist Party in 
France, consistently supported and espoused violence and terrorism, 
ind there has been some evidence, I think, that their falling into dis- 
rrace has had a very, for us, happy and for the Communists, disturbing 
reaction on the Communists who are the ones to create difliculty of a 
ohysical sort, run to riots and so forth. 


RATE OF DECLINE OF COMMUNISM 


Senator Giitterre. Have we had any information from the police, 
whom you say have a list of this hard-core group, of a diminution in 
number, or do we have any assurance that they have appreciably 
essened in numbers ? 

Mr. Mercuant. Yes, sir; we have. The figures at the moment 
escape me of the membership. My recollection is that it is roughly 
half. The card-carrying membership i in France in 1946 was 850,000. 

The most recent reliable estimate is that it is down to 550,000, and 
that you will recall, sir, the rate of decline was even exceeded in the 
GCT, which is the largest labor union. I think it would be foolish 
to say that there is not something disturbing here when you have as 
many as 550,000 out of a population of something over 40 million, but 
the trend is indicative of a decline in membership, a decline in influ- 
ence, division in the leadership at the top, the rejection and disgrace 
of some of their oldest and, within the party, some of their most 
respected members. 

It is something that the French have to keep on working at all the 
time. Governments which France has had in the last 18 months, it 
seems to me, have been increasingly firm and increasingly confident in 
their ability to handle this. 

Senator GILLeTTe. Just one more question. The figures that you 
gave me were a comparison of 1946 with 1953. Have you the compari- 
son there between 1952 and 1953 ? 

Mr. Mercnant. No, I haven’t, sir. The figure that sticks in my 
mind is that when Ambassador Bruce was before this committee a 
vear ago or a little over a year ago, the figure he gave at that time was 
650,000, which would indicate a further dec line and a trend. 

Senator Gitterre. That is all, Mr. Chairman, 

The CuatrMan. Carry on. 


COUNCIL MEETING OF NATO 


Mr. Mercuanr. I had spoken of what seemed to me the satisfactory 
(evelopment and discussion of the North Atlantic Council meeting of 
the nature of the Soviet threat and the importance of avoiding bei ing 
33902—53——-13 
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beguiled by the peace dove from Moscow and avoidance of any slacken 
ing in resolution or effort. 

I think one other development at the Council which was constructive 
and important was the reaction of the other members of the Council 
to the various statements made by Secretaries Dulles, Humphrey, Wil 
son, and Governor Stassen. I think there was a genuine feeling of 
reassurance that the American delegation was aware of the economic 
difficulties which certain of ovr foreign partners were encountering, 
had no intention of forcing or attempting to force the pace or the 
mobilization of the defense effort to a degree which would injure or 
permanently impair the economies of our allies, and I think they are 
also encouraged and reassured by the emphasis which the American 
delegation placed on the importance of dealing with this problem on 
a long-term basis, taking into account the long-term continuing nature 
of the threat we face and the importance of attaining what Rene 
Pleven has described, I think quite graphically, as a cruising speed 
which can be maintained over an extended period of time. 


EDC 


An important element, of course, in the development of our strength 
in Western Europe is the achievement of a contribution of German 
forces. The formula, the method by which that is to be achieved, is 
through the EDC, and I think Secretary Dulles reported to you the 
stage of progress toward ratification in each of the six countries. | 
believe he also emphasized—and I think this is extremely important 
to realize—that we have passed the stage of securing the enthusiastic 
support of governments, of governments attaining enthusiasm for the 
achievement of this objective. We are in the stage in really all six 
countries of the legislative process. In 2 or 3 of the countries, the 
Netherlands, Belgium, and Luxembourg in particular, the problem is 
purely one of parliamentary procedures and routine. There is no 
question as to the strength of the majority in each of those three coun 
tries for the passage of the EDC treaty. 

In Italy the problem again is political in the sense that it was im 
possible for a variety of reasons, primarily the filibuster over the 
electoral reform bill in the upper chamber last March, it was impos 
sible to attain ratification by the 2 houses of the Italian Parliament 
prior to the dissolution of those houses for the general election, which 
is being held on June 7. As I recall, there is a requirement that 30 
days must elapse after the results of the election are known before 
the senate and the lower house in their new membership reassemble. 
Their first order of business, of course, will be to organize the new 
‘abinet. They will have to deal with certain budgetary problems. 

Premier de Gasperi has assured us that if he is returned to power he 
will make the first order of urgent business on the calendar of both 
houses the matter of ratification of the EDC treaty. I know you 
gentlemen are familiar with the parliamentary situation with respect 
to the EDC that exists in both France and Germany. Chancello: 
Adenauer suffered a setback at the hands of the upper house, th: 

Sundesrat, a week or two ago. 

He remains confident of his ability to secure the completion of the 
ratification process. He has difficulties of a character, which I thin 
you gentlemen will understand and sympathize with, in that he is 
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entering into the preelection period. The elections in Germany will 
have to be held no later than September, and the debate on all con- 
troversial topics naturally increases in heat as the election date 
approaches. 

In France the treaty is under study by the parliamentary commis- 
sions. The best information we have is that it will come out on the 
floor of the assembly for debate probably not earlier than, say, the 
middle of next month. 

The Cuamman. What if it doesn’t come out? 

Mr. Mercuanr. Well, there is no question in my judgment, sir, as 
to its coming out. The question is as to the date of the exact time 
of the coming out. The commissions have to make their reports, they 
have to complete their discussions, and then the rapporteur of the two 
commissions has to write and submit his report to the Assembly as a 
whole. 

One of the biggest hurdles, particularly in France, has been cleared 
away by the negotiation of and recently the approval by the six gov- 
ernments of the so-called protocols interpretive to the text of the 
treaty itself. All six governments have now accepted those and 
thereby cleared away what had been a major hurdle insofar as the 
French Assembly was concerned. 

It is not moving nearly as fast as we would like to see it move. It 
is moving ahead, and as I believe Secretary Dulles indicated to this 
committee, we are hopeful that there will be continuing encouraging 
signs, and that in 3 or 4 months we can look forward to the completion 
of the ratification process, 

Moving on to 2 or 8 other points, Mr. Chairman, if there are no ques- 
tions at this time on that subject 





ALTERNATIVE TO EDC 


Senator Smiru. Might I just ask you this: In the event that it isn’t 
paced at all, what is our thinking as to where we go from there or 
1aven’t we approached that hurdle yet? 

Mr. Mercuanr. Senator, that is something that I think probably it 
would be better if Secretary Dulles were to discuss with you in secret 
session. It is perfectly clear to me that there are no really good alter- 
natives to the EDC. 

Senator Smiru. That is what bothers me. 

Mr. Mercuant. The compulsion and logic of events, the recogni- 
tion that there is no satisfactory alternative to the EDC or to an 
EDC which might be slightly modified, that compulsion I feel myself 
will override the doubts in the opposition and secure the achievement 
of the treaty, but we would be foolish if we overlooked the depth of 
the opposition in certain segments of public opinion in Germany and 
in France in particular. 

We would be foolish if we were unsympathetic to the very real 
soul-searching that Frenchmen, for example, have to go thro igh in 
accepting a relinquishment, an important relinquishment, of sov- 
creignty in merging their armed ra with those of their neighbor 
Germany, against the background of a hundred years of unhappy 
history. 

I was going to touch briefly, unless there were further questions, 
r,on Spain and Yugoslavia and on the Austrian treaty. 
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AUSTRIAN TREATY 


On the Austrian treaty I know you will all be interested to hear 
that this morning there will be an announcement, or there is an an- 
nouncement being made both here and in London, that after tripartite 
consultation and on the call of the United Kingdom deputy, who is 
chairman for this phase, the Secretary-General of the deputies for 
the negotiation of the Austrian treaty have been invited to assemble 
on Wednesday, May 27, in London, in an effort to proceed with the 
negotiation of a treaty with Austria. I think that will develop 
a very important test of the genuineness of recent Soviet pronounce- 
ments on their desire to ease tensions. 

The Cuarman. What brought that about? 

Mr. Mercuant. We had been discussing, Mr. Chairman, with the 
French and the British Governments and with the Austrian Gov- 
ernment for several weeks in the past the desirability of making an- 
other effort to secure a treaty with Austria. 

The Carman. But you haven’t discussed it with the Russians. 

Mr. Mercuant. We do not know what their attitude will be. 

The Cuamman. You are in the same old position you were in before. 

Mr. Mercuant. This seemed a good way to test their intentions, 
Mr. Chairman, as the President in his April 16 speech you will re- 
member discussed. 

The Cruatrman. The reason I ask that question is I don’t see that 
there is any hope in these situations until you know what the Kremlin 
is thinking. We know what we have been thinking for a long time. 

Mr. Mercuant. I agree completely. 


YUGOSLAVIA 


In Yugoslavia, I might just mention 1 or 2 recent developments, 
Mr. Chairman. As you know, within recent weeks the Yugoslavs 
concluded with the Greeks and the Turks a treaty of friendship. It 
is open to adhesion by others. It marks a milestone, I think, in the 
improvement of relations between those three neighbors, and is an 
encouraging development. The Greek Government and the Turkish 
Government are very well aware of their NATO obligations, 

The trip of Marshal Tito to London, I think, represented a 
further step in improvement of general relations with Yugo- 
slavia, though no commitments evolved on either side from that 
visit. 

As you know, the drought there last year was serious and we 
are entering a period now where stocks from last year’s reduced 
crops are at their lowest, and the new harvest is still some time 
distant, and as I imagine Dr. Fitzgerald will discuss maybe in 
some detail when he is sitting in my chair, we are in the process of 
making available some addition to the economic assistance which has 
been provided to Yugoslavia in the current fiscal year under the gen- 
eral framework of the tripartite agreements or arrangements which 
we have had with the French and the British. 
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SPAIN 


In the case of Spain, as you gentlemen know, negotiations have 
been in process for over a year between representatives of the Spanish 
Government and our own. 

The subject matter is complicated and we have had under discus 
sion arrangements with Spain which are new to them, unlike the 
development over a longer period of time of the network of our 
urrangements with our NATO allies. 

In the past few weeks there has been, I think, encouraging progress 
in the development of those negotiations. 

We have had back in Washington this week recalled on consulta- 
tion, Ambassador Dunn, General Kissner, and Mr. George Train of 
the MSA, who have been our three negotiators in Spain. 

The present stage of negotiations is under intensive review within 
the executive branch at this time. 

Mr. Chairman, those complete the individual points which I thought 
the committee might be interested in. I am naturally happy to 
attempt to answer any questions on these or other matters in the area 
that are presented. 

The CHatrmMan, Senator Smith. 


YUGOSLAVIA 


Senator Smiru. Have we any clues as to how much longer Yugo- 
slavia will need outside assistance, or are we going to continue to 
support her as part of this whole program ? 

Mr. Mercuant. I think, sir, the Defense witness would be in a 
better position to describe the nature and the term of the end-item 
program, and indicate the trend in the future that is implicit in that. 

On the economic side, again subject to elaboration and additional 
details from Dr. Fitzgerald, a great deal I think depends on the weather 
and during the coming summer the results of their harvest. 

They are heavily dependent, as you know, on their agriculture. 
There has been a downward trend in aid, and subject of course, to a 
successful agricultural season, it does testify to improvement in their 
own internal economic situation. 


AUSTRIA 


Senator Smiru. Going to Austria for a minute, I don’t feel too cheer- 
ful about the prospects of an Austrian peace treaty, and I am wonder- 
ing whether the western zone of Austria will ever become self-support- 
ing if we leave the situation as it is for a while. 

Mr. Mercuant. There has been in the past 18 months a very con- 
siderable improvement in the Austrian situation, and particularly, as I 
recall, in their balance of payments position. 

I think we do have to recognize that as long as eastern Austria is 
occupied, as long as the country is, if not in fact at least to a real extent 
divided, that it has a frail and fragile economic position. 

Senator Smirn. Of course, Russia is taking out a lot of Austria’s best 
assets there. 

Mr. Mercuant. Exactly, but the trend of our aid is downward. 
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COUNTRY TEAM REPORTS 


Senator Smrrn. Mr. Merchant, have you read these reports of the 
special committees that Mr. Stassen sent over there on these different 
countries ? 

Mr. Mercuant. I have read only one of the country reports so far, 
Senator Smith. I read the overall report of the captains of the teams. 

My recollection from reading the testimony of Governor Stassen 
on Wednesday was to the effect that the recommendations contained 
in this illustrative program now being presented for fiscal year 1954 
had been discussed with the members of the teams or at least the leaders 
of each country team, and that he had felt that they had accommodated 
to the extent that some recommendations appeared to be at variance 
with the program as being now presented. 

He felt that there had been an accommodation and that—I don’t 
want to put words in Governor Stassen’s mouth, but the impression 
I received from his testimony was—he felt there was a general sup- 
port among the captains of the teams for the program as herein 
presented. 

You will note also in connection with this, Senator, that the figure 
here for defense support in Italy is lower than the figures which I 
know were under discussion as long ago as 6 months, or the last few 
months, and this I think is concentrated, as Dr. Fitzgerald will ex- 
plain in detail, on development programs in the south of Italy and 
in reduced amounts from those under earlier discussion. 

Mr. Woop. Senator Smith, I can add something to what Mr. Mer- 
chant said. 

These recommendations, particularly as respects Italy, were dis- 
cussed not only with the head of the Italian team but with all the 
members of that team, by Mr. Stassen when the teams were here on 
the 7th of May. I was informed that after going over this proposal 
with the Governor, there was general agreement on the part of the 
team that the proposal that is being made with respect to Italy was 
something that they could and would support. 

Senator Smrrn. I think we will have to be prepared on the floor 
if the comments of these teams are brought up, as they will be, to 
show that since these reports were made the teams have gotten to- 
gether and they are in substantial agreement with the recommenda- 
tions reflected in the pending legislation. 

Mr. Woop. That is the case, sir. 

Senator Smirn. I think we will have that to defend when we get 
up there, and I hope there will be enough in the record to show that, 
or possibly even have a statement prepared reconciling the reports 
of these various teams with the present position of the whole group 
and Mr. Stassen’s recommendations. 

Mr. Woop. I think that is a good suggestion. 

Senator Smrrn. It might be very valuable to have that so we can 
get it in the record right off the bat. 

Mr. Woop. We will have a memorandum prepared for insertion 
in the record on that point. 
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ESCAPEE PROGRAM 


Senator Smiru. I have one more question, Mr. Merchant, which is 
a very interesting question to me—the so-called escapee program. 
What has been done under this program and what happens to the 
escapees in the long run, and is this program extended to Germans 
who.flee from the Eastern Zone? 

In other words, what is the status of that overpopulation-pressure 
business due to these escapees? Have we made any progress on that, 
or isn’t that under your jurisdiction ? 

Mr. Mercuant. Senator, I am sorry to confess I am not personally 
familiar with that, but I will undertake to either have a memorandum 
prepared for the record or, through Mr. Wood, arrange for discussion 
of that specific point later in hearings if that will be satisfactory. 

Mr. Woop. Senator, we had planned to have a couple of special wit- 
nesses on this subject at a later time. 

Senator Smirn. That is all, Mr. Chairman. 

The Cuarrman. Senator Gillette? 


EDC 


Senator Guerre. Mr. Merchant, there are a couple of questions I 
want to ask of a general nature. 

I am far ‘saclay geal over the implications of this legislation that 
is before us. I am one of those who have been very enthusiastic, or 
was enthusiastic, about the North Atlantic Treaty Organization, and 
I was in agreement with you when, at the outset of your statement 
today, you said that NATO was the cornerstone of our coalition activi- 
ties for peace and security. 

Yet in the developments of this recent meeting in Paris, and in 
your statement here, and again in Secretary Dulles’ statement, there 
seems to be a conclusion that—in addition to a transfer of emphasis 
from the European area to the far-eastern area—in effect, the ratifi- 
cation of EDC is a condition precedent to any further effective col- 
lective action. 

And in response to the chairman’s question today as to what wouid 
be the alternatives if there were failure to ratify EDC, I believe your 
answer was that it was a difficult question and you didn’t have in mind 
any other alternatives. 

Now we are not a member of EDC, and Great Britain is not a 
member of EDC. 

Is it the view of the State Department that all of these agreements 
under the North Atlantic Treaty for collective action and the 14-nation 
organization, are going to become ineffective if the 6 nations in EDC 
fail to ratify it, or was it a threat that we are not going to give any 
further aid if they don’t ratify it? 

[I would like to have your comment on that general question. 

Mr. Mercuanrt. In the first place, Senator, I don’t think I said, 
at least I did not intend to say, that there was no alternative to EDC, 
[ intended to say that there was no good alternative to EDC, and 
then I suggested that it might be better if the committee explored 
the general subject of alternatives with Secretary Dulles in secret 
session. 
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What we are trying to do, as I understand it, and as I believe to 
be right in our NAT O policy, is to, with our allies, build up in Wester: 
Europe a force which is an effective deterrent force to reduce the risk 
of war, to reduce the risk of inviting by weakness a Russian attack on 
Western Europe. 

Now it is hard to describe, it seems to me, or to define exactly, how 
large a force achieves the object of serving as an effective deterrent. 
I think it is true that to have the margin of safety, which in a matter 
as grave and serious as this is to us and to our friends, I think it is 
safe to say that to have a truly strong defensive force to serve as both 
defense and deterrent, a contribution of German contingents is highly 
desirable. 

I, for my part, do not believe that should the EDC be delayed in a 
ratification over an extended period of time, that thereby our effort, 
our edifice disappears or is useless. I think that the North Atlantic 
Treaty Organization, our 13 partners and ourselves, have made enor 
mous progres sin the last 2 or 8 years in building up our defenses 
there. I think we do have to settle down for the long haul. I think we 
do have to realize that this threat is going to be a continuing one and 
a dangerous one and one on which we can never settle down into 

complacency or relaxation of effort. 

Senator Grtterre. Granted that that is the goal, and granted that it 
is desirable, I fail to see how that furnishes any basis for the state 
ments that have been made or are reputed to have been made over at 
the Paris conference and that have been made since Secretary Dulles 
has come back here, that in effect the ratification of EDC is a condition 
precedent to further aid, and if they don’t do it, there is no ready 
alternative. We are going to be left with the 14-nation NATO agree 
ment, with all its carefully worked out specifications, are we not? 

Mr. Mercuant. Senator, to my knowledge, Secretary Dulles has at 
no time suggested that ratification of the EDC should be a condition 
precedent to further aid. 

In fact, I think before this committee, and to my own knowledge 
before the House committee at any rate, he pointed out very care- 
fully that despite some misrepresentation in the newspapers, neither 
on his trip to Europe in January nor at the April Council meeting 
had he in any sense been ultimative. 

And I think he described his belief to make conditional further aid 
to our NATO partners, to make that aid conditional on ratification of 
the EDC, might have the exact reverse of the effect we all look and 
hope for, namely, the approval by the six countries concerned, the 
approval and the placing in force of that treaty. 

We don’t want to coerce our allies. It seems to me that one of the 
key questions which is inherent in our whole approach, inherent in 
this bill, is that what we want are strong and willing allies. We don’t 
want satellites to whom we dictate. If trouble comes, we want people 
on our side who are on our side because they believe in the things we 
believe in, because they believe that we are entering in this on a 
partnership basis, that we have a respect for their sovereignty, that 
we are not attempting to dictate in minute detail just what they should 
do and when they should do it. That seems to me the only basis on 
which a coaliion of the free world can survive and render its future 
secure. 
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FAR EAST 





AND EUROPE 


Senator Gitterre. Well, thank you very much, but I just close with 
this statement. The impression was left in my mind, and it has dis- 
turbed me very, very much, that the result of the meeting was to say 
in effect that we are going to change the emphasis now to a long-range 
preparation. This covers a long period of time. 

We are going to transfer the main emphasis to the far-eastern area, 
and you are going to have to carry on here in Western Europe through 
the organization of the European Defense Community, leaving the 
rest of the NATO people out, because we are through for the time 
being. We are going to transfer our emphasis and our help to the 
eastern area, Which becomes the acute area, and this is no longer acute. 
Now those things disturb me very, very much. 

Mr. Mercuant. Senator, I can assure you from my own impression 
at the council meeting that that was not the reaction of our friends to 
the meeting. If I might speak just briefly on the relationship of the 
Far East and an increased effort which is contemplated in certain 
parts of the Far East, 1 would say that the Far East and Europe are 
intimately related, They are ina sense indivisible. 

If you take, for example, the position of France, whose capability 
of making the effort that we want to see her make, and which she her- 
self wishes to make in the defense of Europe—that effort is directly 
related to the draining of the war in Indochina. 

If we contribute to, if not the prompt and successful conclusion of 
hostilities there, an improvement militarily and politically in Indo- 
china, then to a very real extent we contribute to the defense of West- 
crn Europe itself, because France thereby is placed in a position where 
France can increase her effort and her contribution to Western 
Europe. 

Similarly it seems to me that if an armistice is achieved in Korea, 
the total military strength of the coalition of all of the NATO and its 
capacity for the defense of Europe if war unhappily should come in 
Europe, is notably increased. 


COMBAT READINESS OF INITIAL DEFENSE FORCES 


| think all of these are directly tied in together. Then, if I may 
make one other point, that is this. The problem that we are facing 
and which this program is designed to contribute toward the solution 
of, is really the striking of a balance between what the soldiers call the 
couverture force and the maintenance of the essential base, both eco- 
nomie and social on which we must rely if trouble should come. 

Now if the job, as 1 understand it, of the initial defense force is to 
prevent a disaster in the early days of a war, to hold until you can 
mobilize the resources of manpower and of production, and so forth, 
n order to produce what is necessary to go on a counteroffensive and 
iltimately to victory, it is essential that that base in reserve should be 
healthy and capable of expansion and vigorous and vital. 

If you drain too much of your current resources into the building up 
of an excessive initial defense force, then you very sharply impair the 
possibilities, if war should unhappily come, of being able promptly 
and effectively to bring into production all the great latent force of 
this country and our allies. 
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On the other hand, if it is too small, you may lose the war ina few 
days, and it matters not then theor etically how big one’s economy is. 

It is the job of preparing initial forces in the highest state of com- 
bat readiness in an amount which it is agreed provides a deterrent and 
initial defense, and assuring continued health, expansion, develop 
ment, and vigor of the basi« system at the center. 

The emphasis of the last year it seemed very clearly, I myself 
having participated in Paris in the process of the annual review under 
NATO international staff auspices, was an increasing and I think 
very wholesome and healthy emphasis on the development of quality 
and abandonment of or placing a reduced emphasis on just numbers 
as such. 

One division stands up as something on a sheet of paper, but there 
are divisions and divisions, and the divisions that General Ridgway 
wants and the divisions that we and our allies must provide are divi 
sions that have the proper content of long-term personnel, technicians, 
trained officers, equipment, support units, the training and reserves, 
and so forth, so that they aren’t just a division on paper but they are 
a division which is truly combat ready. 

The increase in quality which I think you can look forward to apart 
entirely from any increase in numbers of divisions or units or aircraft 
or ships, the i increase in quality is going to be, I am satisfied, very con- 
siderable in this coming year, and that is really the guts of the problem, 
it seems to me. 

Senator Gittetre. Thank you very much. 
That is all, Mr. Chairman. 


EUROPEAN DEFENSE COMMUNITY 


The Cuarrman. Just one question there. I come back to my original 
proposition. 

We dispose of the Communists in France, but if we don’t-have the 
EDC and the Germans and the French haven’t reached agreement, 
what is the advisability then of putting all our money into European 
defense ? 

I think everybody has admitted that in case the Russians started 
something, the only thing that could possibly stop them would be - 
addition of the Germans to the NATO forces. he that not right, « 
am I all wrong on that? 

In other words, you can’t push EDC off as if it doesn’t amount to 
anything. It seems to me EDC is the backbone of our whole defense 
on the Continent, isn’t it? 

Mr. Mercuant. I thought I had emphasized, Mr. Chairman, the 
vital importance, in our judgment, of securing a German contribu- 
tion to the defense of the West, and had said that EDC was what the 
Europeans themselves had agreed was the framework whereby that 
would be achieved, and I also said, and I believe, sir, that the logic of 
the events will result in the ratification of the European Defense 
Community treaty by the six members. 

I think implicitly what I was urging was that we should not over- 
look some of the difficulties which some elements of the population of 
France, for example, understandably find. We must not become im- 
— anxious as we are that it go into effect as early as possible. 

Ve must not, in my judgment, become impatient and make the passage 
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of the EDC and ratification by a certain date a condition precedent 
for aid to our NATO allies. 

The Cuarrman. Perhaps I should obtain this information from the 
next military man who comes up, because I am sure we are goin 
to have a tough time with this mutual assistance on the floor if EDC 
is not ratified before we vote. 

Senator Mansfield ? 

Senator Mansrietp. Mr. Secretary, isn’t it a fact that the reason 
the EDC idea was brought into being in the first place was to bring 
Germany in an indirect way into the North Atlantic Treaty Organi- 
zation. 

Mr. Mercnant. It was clear some 2 years ago, as I recall, that the 
admission of Germany, the Federal Republic, directly into NATO 
was not possible because of the objection of certain of the members. 

The development of the European Defense Community by the 
Europeans themselves, which sprang, as you know, from Pleven’s 
original inspiration, was designed to secure a contribution of German 
forces on terms that were acceptable to her neighbors, and it involved 
a merging of certain of the responsibilities for procurement and so 
forth, and defense budgets in the Commissariat. It provided for the 
establishment of groupements, really small divisions which would be 
national but where the corps and the backup troops would be not of 
the same nationality as the groupements themselves. 

Senator MANsFiELD. Isn’t it true that from the beginning of EDC 
the French have gradually expanded their idea as to what the size of 
the German contingent should be, so that now they accept the idea that 
the Germans should be grouped in the EDC into divisions instead of 
regiments as they wanted in the first place? 

Mr. Mercuan'. I am not personally familiar with all of the history, 
sir. I wasn’t there, so to speak. 

My recollection is that the French initially proposed the German 
units should be limited in size to a regimental combat team and then 
expanded to groupement, which I think runs to about 12,000 men. 

Senator MANsFIELD. Is it safe to assume that the climate of thought 
throughout the NATO countries has been towards an acceptance of 
the Germans into that community on a pretty sound military basis? 

Mr. Mercuant. Yes, I think that is true, and, as you will recall, sir, 
in the treaty itself there is a provision for the circumstances under 
which the Council, so to speak, of the EDC, would meet jointly with 
the North Atlantic Council. 


BRINGING WESTERN GERMANY INTO NATO 


Senator Mansrretp. Now, Mr. Secretary, I can see the fine points 
about EDC, about these countries being brought together under the 
Schuman plan, the economic plan, about them being brought together 
militarily under the Pleven plan or the EDC. 

But why wouldn’t it be possible to cut the Gordian knot of all these 
numerous parliamentary discussions, setbacks, and what not, and bring 
Western Germany into the North Atlantic Treaty Organization? 
Then you will have accomplished the purpose. 

All it takes—and it may be a big “all it takes”—is the unanimous 
consent of the 14 members now comprising the NATO setup. 
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Senator Mansrrevp. The Germans would have nothing to say about 
it except that they would be willing to come in, but they did pass unani- 
mously a protocol allowing Greece and Turkey to come in, and raising 
the membership of NAT O from 12 to 14. W hy couldn’t the same thing 
be done for Germany, and raise it to 15, and then you have the whole 
thing settled. 

The Cuairman. Go back and talk to Pleven and others and see how 
they feel. 

Senator MANsFIELD. It is not a new suggestion. 

Mr. Mercuant. The essential difficulty, I think, sir, is that French 
public opinion, and I think to a considerable extent public opinion 
even in Belgium and The Netherlands, is not prepared to see the re 
birth of a German general staff, the development on a purely national 
basis of Germany’s war production, the creation of a German army 
which would be no more directly tied in to its neighbors than is pro- 
vided under NATO, where each division or each corps would have 
its own support force units, its own artillery, supply lines, and so forth 
and so on. 

I think the answer is that for French public opinion as of May 11, 
the safeguards which are inherent in the EDC treaty are essential to 
the acceptance of the conscription and training of German military 
forces. 

COUNTRY TEAM REPORTS 


Senator Mansriztp. Now I would like to ask this question of Col- 
onel Wood. I understand that this master report of the American 
businessman who went to various parts of Europe and Asia, as well as 
the country reports, have been made up for a number of weeks now. 

This committee has received 3 country reports. When can we expect 
to receive all of the country reports and especially the original report 
submitted by the 55: businesmen when they returned to this country 
well over a month ago with their final judgments? 

Mr. Woop. I believe, Senator, that all the reports are to be delivered 
this morning or at latest tomorrow morning. Mr. Stassen, I believe, 
testified before this committee that he wished to study them and go 
over them with the businessmen themselves—to get their consent and 
their suggestions as to the form in which they wished to have them 
presented. I would expect that all these reports will be available today 
or tomorrow for this committee. 

I think, as a matter of fact, some more were sent up this morning. 

Dr. Wilcox, do you happen to know how many were received ? 

Dr. Witcox. I am not sure. There are still several to come yet, 
but most of them are here now. 

Mr. Woop. I think most of them are here now, Senator. There 
were 1 or 2 reports where the businessmen themselves, after further 
discussion among themselves, wished to make some changes. Those 
s ad to be reprinted, but they will certainly be here in the next day or 

», and I think most of them are here now. 

Senator Mansrretp. Could we see the original reports as well as 
the reports which have been changed after further discussion ? 

Mr. Woop. That raises a problem which I would like to diseuss with 
vou for a moment, if I may. 

The original reports contained two types of material which both 
the businessmen themselves, and Mr. Stassen, the Secretary of State, 
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and other Cabinet members thought should not be contained in the 
copies which were laid before you, not for the purpose of concealing 
anything that might be embarrassing about them insofar as the man- 
agement of this program is concerned, but out of fairness to certain 
individuals. iy. 

Phere are some statements in these reports about certain individuals, 
including, I may say, some of our ambassadors, which have no bearing 
at all on the question of the administration of this program. How- 
ever if those statements should happen to get out that would be rather 
unfair to the reputations of some of these porgen, 

I am thinking about one of our mission chiefs, for example, to be 
perfectly frank with you, who, the report says, is a man of very high 
attainments and character, but who has exhibited some weaknesses in 
terms of his ability as an executive in the management of this pro- 
gram. That gentleman is retiring. It is not a matter which relates 
to the future administration of this program; it is a matter of pro- 
tecting the reputation of a man who by the statement of these busi- 
nessmen themselves, is a man of very sterling and fine qualities. That 
sort of statement has been removed. 

I would be very glad to tell this committee, or anyone, the nature 
of the things that have been removed at the suggestion, as I say, of 
these businessmen themselves. 

There are other statements in the reports which contain the opinions 
of these men about individuals in foreign governments or statements 
on very, very sensitive foreign policy questions which the Secretary 
of State and the businessmen themselves felt should not be in reports 
which will receive as wide distribution as those reports which are 
sent up to the Hill would. 

Those two are the main, in fact, the sole types of things which have 
been edited out of the copies of the reports which you will receive, 
and I will be very glad to go over with you personally if you wish, 
Senator, in more detail the types of things that have been edited out. 

If you read these reports, 1 am sure that you will realize and know 
from what has been left in them in the way of very sharp and pressing 
criticism on certain matters that there has been no attempt to sanitize 
these in order to avoid placing before the Members of Congress the 
substantial and substantive criticisms that some of these businessmen 
have made. 

Senator Mansrrevp. Colonel, am I to understand, that as far as the 
master report and the country reports are concerned, the criticisms 
and the recommendations concerning the program have not been 
changed one single bit ? 

Mr. Woop. That is correct, Senator, except as to criticisms of certain 
named individuals and things of that sort. 

Senator Mansrietp. But I am interested in the program. Now will 
this committee get a copy of the report which has been furnished 
MSA—TI believe by General Wharton—covering the situation in For 
mosa and adjacent islands? 

Mr. Woop. I do not personally know of that report, Senator. I 
would be glad to look into that and give you the answer at the next 
session. 

Senator Mansrietp. General Wharton is a retired marine general 
who was sent to Formosa to look into that situation, and I believe that 
report is somewhere in the Government. 
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Mr. Woop. He was a member of the Formosa team ? 
The Crarmman. In connection with MSA? 
Senator Mansrrexp. I believe so, yes. He is a retired marine 

general. 

Mr. Woop. Let us look into that, Senator, and report to you on it, 
if we may. 

Senator Mansrrevp. That is all, Mr. Chairman. 

Mr. Woop. Mr. Chairman, are you now ready for General Stewart ’ 

The Cuamman. Yes: we will take him on. 

Now I would like to introduc e General Stewart, who will first make 

a general statement conc erning the military end item and training 

programs in the European countries and N ATO. 

General Stewart. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, OFFICE OF SECRETARY OF DEFENSE 


MUTUAL SECURITY PROGRAM——HOW DEVELOPED AND CARRIED OUT 


General Srewarr. Mr. Chairman, with your permission, and because 
I am charged with implementing this program, I would like to very 
briefly run through the mechanics of how the program is developed 
and carried out. I believe that that has been presented at some time 
in the past to most of the members. 

I would then like to tell briefly what we have done with the funds 
that you have made available in previous programs, what we intend 
to do with the funds we are asking for in 1954, and then at a later 
time, as Mr. Wood lays it out, I will take up the individual countries. 
If I am taking too much time, I am capable, I hope, of changing and 
going on faster, if you want me to, sir. 

The Cuatmrman. Carry on in your own way. 

General Stewart. Since I was 17, I have had it beat into my head 
that before you start to do anything you had better get your mission 
straight. When I got ordered into this work, I sought a mission. | 
decided that the mission that I was trying to carry ‘out was the pre 
amble to the Mutual Security Act of 1951, to maintain the security 
and promote the foreign policy and provide for the general welfare 
of the United States by fornithing assistance to friendly nations in 
the interest of international peace and security. 

With all the twists and turns this program takes, I sometimes go 
back and read that to see if I am on the track. I try to relate all we 
do to that basic purpose. 

The Carman, Did you ever find yourself off of the track? 

General Srewarr. Yes, sir. 

The organization that has been established by the Congress to 
carry this purpose out I believe is portrayed in this chart, in order to 
show where I fit in. 

As you are well aware, there are more types of aid than the military 
aid. "We have the Mutual Security Agency, which, for descriptive 
purposes let us say, carries out the economic side of this program 
We have the technical assistance, which is run by the State Depart 
ment, and we have the military assistance, commonly referred to as 
Mutual Defense Assistance Program, or MDAP, that is run by the 
ecretary of Defense. 
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Sitting over all this is the Director of Mutual Security who coordi- 
jates and is responsible for all the programs. I am concerned solely 
with the military part of this program. 


MILITARY ASSISTANCE ADVISORY GROUP 


Now this organization extends over the greater part of the earth, 
as I will show you in a minute. The basic unit of the military organi- 
zation is the military-assistance advisory group in each country re- 
ceiving grant aid from the United States. That group is a part of 
the Ambassador’s team. 

In all the countries except the NATO countries, those groups report 
on technical and programing matters, with the knowledge of the Am- 
bassador, direct to their own service in Washington. In the case of 
Kurope, we have an intermediate headquarters which is located in 
General Ridgway’s deputy’s office, a regional headquarters that co- 
ordinates the activities of the MAAGs in the European area. 

Senator MansrieLp. Mr. Chairman, may I ask a question there? 

In addition to this MA AG group in each NATO country, how may 
other military groups are there attached to each Embassy ? 

General Stewart. There is a military attaché at each Embassy. 
He is not a member of the military-assistance advisory group. 

Senator Mansriritp. You have a military attaché, naval attaché, 
air attaché, and miiltary-advisory group, and all of them have been 
increasing in personnel over the years. Isthat a true statement ? 

General Srewart. Yes, sir; that is. 

Senator Mansrrevp. Go ahead. 


GEOGRAPHICAL SCOPE 


General Srewarr. So much for an outline of the organization. I 
would like to indicate the geographical scope of these activities. This 
is a very dim map. 

It indicates the European area and each of the dots indicates the 
location of a military-assistance advisory group, the Middle East, 
the Far East, and South America. We have 25 countries receiving 
grant aid, aid that costs them nothing in money. In addition, a num- 
ber of other countries have been declared eligible for reimbursable 
aid, aid that they pay for. We do not have assistance groups in 
these latter countries. 


DUTIES OF DEFENSE DEPARTMENT 


Now we come down to the actual work in which I am involved. 
These are the duties laid down in the law of the Secretary of De- 
fense, and I am his staff officer to carry them out. 

He is charged first with the determination of the military end item 
requirements; with the procurement of military equipment in a man- 
ner which permits its integration with service programs; supervision 
of end item use; the use of this equipment by recipient countries; the 
supervision of the training of foreign military personnel; the move- 
ment and delivery of the military end items; and the establishment of 
priorities in procurement, delivery, and allocation of military equip- 
ment. These become my duties and responsibilities as a staff officer 
for the Secretary of Defense. 
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DETERMINING THE PROGRAM 


I would like to point out that the heart of this program, the basis 
for the funds which we request and our further work in implement- 
ing the program, lies in the determination of the military end item 
requirements. 

I would like now very quickly to tell you how we develop those re 
quirements. There are a number of elements that go into the deter- 
mination of a program. First always governing is how much money 
is available. 

Senator Tarr. That seems to be the last factor, I thought. 

General Srewarr. Well, it is the governing factor wherever it oc- 
curs, sir. 

Senator Tarr. I don’t think so in making these programs. It has 
been just the opposite way, I would say. 

General Srewart. We have to start with something, sir. We are 
given a figure, we work that up, and we adjust it about 3 or 4 times in 
the process. It is certainly the most important thing. 

‘The second factor is the forces we are assisting in equipping. What 
does the country itself contribute? What is the rate we are trying 
to build up these forces? How do we divide it between the army, 
navy, and air force of the countries? 

Procurement capabilities of the countries themselves must be con- 
sidered, and we finally come down to what we have to contribute over 
and above what the country itself can give. 

Now, the actual process and the most important part of the work 
with which I am charged is illustrated in this chart. We have pro- 
grams based on 1 fiscal year because the funds we receive are for a 
fiscal year. 

We start with a force basis, a basis of troops, ground troops, naval 
forces, or air forces in a given country that the United States will con- 
tribute toward for the year in question. I would like to point out 
that that is not the final requirement. It is what we are going to try 
to do in 1 year. 

The determination of what forces the United States will assist in 
equipping is made by the several governmental agencies involved. It 
usually results from an agreement, an international agreement, such 
as the NATO Council. 

Actually at my level we get a recommendation from the Joint 
Chiefs of Staff as to the forces we shall support in each country, and 
that may or may not be approved or adjusted by the Secretary of De- 
fense in conjunction with the Secretary of State and the Director for 
Mutua] Security. Somewhere in the very early processes we must 
know what we are trying to support for that year. 

To illustrate this process let us assume that it has been agreed that 
the United States will support a particular country in equipping an 
infantry division, an additional infantry division. The requirements 
in equipment to arm that division are known and taken right out of the 
table of organization and allowances. That is the gross requirement. 

From that is subtracted—and I have our worksheets here to show 
you how we do it—the total country assets available for equipping 
that division. We start out with our list of only those items that the 
country cannot from its own resources, its stocks, its planned procure- 
ment, produce itself. With that list of deficiencies we then start a 
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screening process to reduce that list to those items that the United 
States as a matter of policy will provide. 

In the case of NATO, our target list is, let us say, 134 items. They 
are contained in the three sheets now being distributed to you, together 
with the data that we developed in producing this list. 

The list is then forwarded in the case of the European country to 
the regional group in Genera] Handy’s headquarters, where it is again 
screened to see that it complies with the criteria and is checked to see 
if there are any possibilities of a cross-country contribution. It is 
finally forwarded to the service headquarters here in Washington. 

Again it is screened and refined, is forwarded to my office where it is 
reviewed by my office, forwarded to the Director of Mutual Security 
and is eventually presented in terms of a budget to the Bureau of the 
Budget. 

The amount of money that we are allowed to ask for as a result of 
that process then goes into the request to Congress, and we are at this 
minute in that state of the development of the program. 

After the Congress has decided the funds they will allocate or ap- 
propriate for this program, we have to repeat this entire process to fit 
it into the monetary ceiling established. In refining this final go- 
around, we take the countries into our full confidence. What is t taken 
out or changed in the program is with their concurrence. 

You have to keep the program in military balance. You can’t take 
all the radios out and leave only guns. You can’t deliver heavy artil- 
lery and not provide for fire control equipment. And so within what- 
ever monetary ceiling Congress allows, we have to go back and refine 
the program. 

That is the process I was very anxious to explain and I appreciate 
the opportunity to have done so, because it is the basis of everything 
that my office does. 


USE OF FUNDS IN PREVIOUS YEARS 


I come now to what we have tried to do with the funds that have 
been made available in previous years. In order to put this data on 
a chart in the case of the Army forces, we have had to, in the case 
of the Near East, the Far East, and South America, simply add up 
personnel and show the equivalent in divisions. 

It would take a chart bigger than the walls of this room to list all 
the minor units, so in the case of these three figures here, they are 
illustrative of the size, numerical size of the forces, and do not and 
could not represent actual divisions. 

The money that has been made available has funded the initial 
contributions of the United States to the support of these forces. 

Senator Tarr. The divisions in Near East and Africa, are they 
imaginary divisions? Are they just paper divisions or where do 
they exist? 

General Srewarr. As I tried to explain, sir, the chart shows nu- 
merical strength. Included are separate brigades, RCT’s, and some 
separate battalions. 

If you are going to show it at all, you have got to get something 
you can put on a chart. 

Senator Tarr. You haven’t been furnishing military aid to any 
Arab nations or Israel, have you ? 
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General Stewart. No, sir. 
Senator Tarr. Are those divisions made up entirely of Greek- 
and Turks? 

General Stewart. The Greeks, Turks, and Iranians. 

Senator Tarr. Are we providing very heavy military aid to the 
Iranians? 

General Srewarr. No, sir. 

Senator Tarr. Are we trying to arm them like a modern division ’ 

General Srewarr. No, sir. May I answer that question in a minute, 
sir? 

The Cuarrman. All right, carry on. 

General Srewarr. I have here geographical distribution and dis 
tribution between the services made of the funds already appropriated 
by the Congress. Of all the funds appropriated and available to the 
military, to the Department of Defense since the program started, 
$12,065,000,000 have been programed for Europe. They haven’t al! 
been delivered. 

One billion two hundred seventy-three million dollars to the Middle 
East; $1,776,000,000 to the Far East; $68 million to Latin America. 
We have split them among the services, the Army getting $8,261, 
000,000 ; the Navy $1,819,000,000 ; the Air Force, $4,760,000,000 ; Office 
of the Secret: ary of Defense, $333 million. That is the distribution of 
the funds which have been made available to the Department of 
Defense, giving an indication by types of forces and geographically 
where we are sending this equipment. 

Senator Smirn. Does that include the figures you have estimated 
for this year? 

General Srewarr. No, sir; I have that separate. I am briefly re 
counting what we have done with what you have made available, 
sir. 

I have here a list of items—obviously we couldn’t list them all— 
that have been programed and we either have delivered or are in the 
process of getting our hands on them to deliver from the funds that 
you have made available to us in previous programs. 

I have here what to me, as the individual who gets the blame for 
not going faster, is the brightest picture I can present from my par- 
theulier point of view, the increasing rate of shipments. These are 
shipments stated in terms of dollars by half years, the first half of 
the fiscal and the second half, and we have in 3 months of this fiscal! 
year shipped that much, $1,091 million as opposed to our previous 
performance as indicated by ‘these charts. 

The upswinging curve on shipments is the most encouraging thing 
to the man who has to run this program that we have. We are really 
beginning to make deliveries now. 


UNEXPENDED FUNDS 


I come here to the final chart on our work up to date. Mr. Wood 
requested the details of these unexpended funds. He has a special 
briefing set up for that, a special session, and this is merely the overal! 
indication. 

The blue line indicates the : mount and the dates on which the 
Department of Defense had funds made available to it. The red line 
indicates the dates and the rate at which the several services were 
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able to obligate those funds, and the green line the rate and dates 
that we were able to make or actually receive the item and pay for it. 

The lead time on that at this moment is about 21 months between 
the time the funds are made available to the Department of Defense 
ind we can actually make a payment against an item. It Varies, of 
course, With every item. 

Senator Tarr. But it is steadily reduced ? 

General Srewarr. Yes, sir. Our rate of expenditures is going up 
about as fast as our rate of shipments in the last 3 months. 


COMPARISON OF PROGRAM PREPARED IN JANUARY AND PRESENT PROGRAM 


I come now, Mr. Chairman, to the 1954 program. The question 
was asked a number of times in previous testimony as to the difference 
between the program we are presenting to you and the one that was 
| prepared in January. 

Again, within the limitations of a chart, I have tried to show what 
was contained in the budget prepared in January and compare it 
with the request we present to you now. The first program contained 
for the military $5,496,000,000. This program is a request for 
$4,024,000,000. 

Now the only thing that you can divide up geographically or by 
service in these programs, of course, is the funds for materiel and 
training purposes. You can’t very ‘well divide up the administra- 
: tive funds by service or area, so I have taken the military and train- 

ing funds and shown how they were divided in the two budgets. 
| The original European program had $3.8 billion; this request is 
: for $2.5 billion. The Near East had a half a billion; this request is 
for $425 million. The Far East, $808 million, and this one $1,082,- 
| 000,000; Latin America remains the same. 
: I have here the distribution between the services of the funds we 
are requesting to show what they are getting. I have contrasted 
: our requests this year with the total of all previous years. 

Out of the total funds previously appropriated for military pur- 
poses under the mutual security program, the Army has gotten 56.2 
percent, the Navy 12.5 percent, and the Air Force 31.3 percent. 

Senator Tarr. When you say the Army though, do you mean the 
United States Army ? 

General Srewart. No, sir. 

Senator Tarr. Do you mean the armies of Europe? 

General Srewarr. That is correct, sir, of the world. This is world- 
vide. 

The Cuarrman. Not our forces? 

General Stewart. No, sir. This is the Mutual Defense Assistance 
Program. That is all I am talking about. 

In the request that is now before you, we propose that of the fund 
ve are asking for, 52.7 percent woul | go to ground forces, 13.7 percent 
to naval forces, and 33.6 percent to air forces. 

This is the geographical distribution proposed in the funds we are 
requesting contrasted again with the total of all previous funds. The 
total of all previous funds was distributed with Europe getting 79.7 
percent. We propose in the 1954 program to give Europe 62 percent. 

The Near East and Africa have in the past gotten 8.5 percent. We 
propose in 1954 giving them 10.6 percent. The Far East has in the 
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past gotten 11.2 percent of the funds. This program proposes that 
they get 26.9 percent ; no change in Latin America. 

Senator Tarr. The change, however, is not as great as it looks, 
take it, since the unexpended balances for Europe amounted to 9 
billion and the unexpended balances for Asia and the Pacific only 
amount to a billion and a half, or something of the kind. 

General Stewart. I assure you, sir, this is just exactly the way we 
have divided it. 

Senator Tarr. Yes, but what I mean is, it has no particular rela- 
tion to the amount of money that is going to be spent during the next 
year, because Europe has six times as much left over to be spent as 
the Near East or Asia. 

General Stewart. Yes, sir. 

Senator Tarr. Nine times as much as the Near East. 

The CuarrmMan. Just one question there. Senator Taft has pro 
voked it. He says that there is $9 billion unexpended in Europe and 
$1 billion unexpended in Asia. 

Senator Tarr. No, 1 billion in the Near East and a billion and a halt 
in Asia. 

The CHatrman. What I want to know is, isn’t this all in the jack 
pot or has it all been assigned? The 9 billion, has that been assigned 
to Europe? 

PROGRAMING OF FUNDS 


General Stewarr. Yes, sir. It is all programed. I would like not 
to take the figure of 9 billion for Europe. I don’t know exactly what 
it is. But of the unexpended funds that exist, they are progr amed i 
approved programs against funds for the countries they were oiligina- 
ly setup for. There is no change. 

Now, we can make certain changes because we have a 10 percent 
transferability. Of course, we have gone out and committed our 
selves to items, but if the items fit, it is perfectly possible within that 
transfer authority to shift the emphasis to some extent. 

Senator Tarr. The only point I was making was that the allocation 
in the last column is the allocation of new appropriated funds. You 
have just said that on the average these funds are not spent for a yea! 
and 9 months. 

General Stewart. Yes, sir. 

Senator Tarr. So as far as the spending in the fiscal year of 1954 is 
concerned, are the funds to come out of the other allocation rather than 
out of the new one? 

General Stewart. That is correct, sir. 

Senator Tarr. Are you speaking of percentages? 

General Stewart. Yes, sir; that is correct. 

Now what are we trying to do, or what will we try to do with the 
funds that we are requesting? When we receive them, if we do receive 
them, these are our objectives as stated in the detailed program. 

In the case of the Army—and at this time I would like to call your 
attention to the fact that I have been talking in my general statement 
worldwide. I am at this moment speaking only of Europe. I am 
speaking only from now on of Europe, unless I indicate otherwise. 
That is what we are supposed to narrow down to today. 

To provide our portion of the remaining unit equipment for selected 
supporting units for the above divisions those are the units that have 
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been talked about by General Ridgway in the North Atlantic Council, 
ind this morning—which are to back up the divisions and give them 
sustained fighting power, such things as artillery batt: alions, combat 
engineering units, things like that. There are included in those past 
and present, to give you an indication of the scope—I will give you 
the new ones on the next chart—hundreds of units comparable to 
battalions. 

To fill out training deficiencies, I would like to show yon in a few 
minutes our training activities because we have quite a training pro- 
gram. It is not very expensive compared to the end item program. 
We will continue to train foreign people. The replacement for the 
first time in any of these programs of peacetime attrition losses— 
aircraft will crack up, people will run trucks over bluffs, and certain 
things are lost, wear out, and so forth. 

Mr. Woop. Mr. Chairman, may I just interject here that I have 
been assuming, as you agreed with the Cabinet witnesses, that this 
re cree before it is published, may be carefully edited to take out some 

f these details which, as you would recognize, are highly secret. 

The CHamman. Yes, that is the order. 

General Srewarr. Just as a matter of interest and information, I 
have indicated here our plans of applying the funds. 


EQUIPMENT 


Senator Tarr. May I ask a question on the different countries. Do 
we provide the same kind of equipment for all of them ? 

General Srewarr. No, sir. 

Senator Tart. Is a British division supplied with the same equip- 
ment as the Netherlands division ? 

General Stewart. Not so far as the amount is concerned, sir. We 
supply only those items that they themselves cannot supply, and in 
each country it is different. The standard of equipment is generally, 
in the case of Europe, their own standards except in no case do we pro- 
vide equipment which will give them more than our unit. In other 
words, we don’t go in and say, “France, your divi ‘ision shall be 17,558 
men, because that is about what we have got.” They have got a 
15,000-man division and that is all right, and in each country it varies. 
We do supply the same type of equipment. 

In other words, if we give a 105 in Europe to one country we give 
the same gun to somebody else, but the divisions are not exactly the 
same in any country. © 

This chart is simply an indication of where we are applying the 
money by general categories of equipment. The money applied from 
previous programs is indicated in green, our plans for supplying the 
54 programs in orange. 


HOW THE FUNDS WILL BE USED 


Finally I have here the actual monetary value as we plan it of the 
‘54 programs for the countries of Europe. That has been distributed. 
In other words, I am trying to give an accounting of how we will use 
this money if we get it. 

Senator Smirx. Have you any chart to indicate where you broke 
down the 7.6 request total to the 5.8 that we have now? 
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General Stewart. Yes, sir; that’was the fixst chart I had up. This 
is the 9th of January budget message and this is the one we are submit- 
ting now. That is the military budget. 


TRAINING PROGRAM 


Next, Mr. Chairman, I would like to give you an indication of what 
we are doing about training. You don’t hear much about the mone) 
we spend on training, but it is an extremely important part of this 
program. You can’t turn complicated equipment over to the people 
who never had it, as we did in some cases previously, unless you train 
their operators and their maintenance people. We run a very large 
training program. 

With the fiscal years 1950-53 funds we programed a total of 20,715 
training spaces of various types. We have completed 10,622 of those 
individual trainers, and we have 4,158 in training at this minute. The 
figures I just read are those trained in the United States. 

In addtion, we carry out certain training overseas. We carry out 
training in Germany where our troops are stationed and have schools. 
Overseas we have completed the training of an additional 4,260. We 
have 195 in training. We propose in °54 to obligate or to use about 
$107.3 million for training in that year out of the funds we are re 
questing. 

Training is not a very spectacular process, but it is one that will 
pay us great dividends in the end. These people not only get tactical 
training, but also are required to use our equipment. In addition 
those that come to the United States are also exposed by the very fact 
of their being in this country to its influences. We hope it has a 
favorable reasction in other parts of the world in relations between 
the two countries. 

That completes my briefing until it comes my time to discuss the 
individual countries. 

Senator SmirH. Does that leave out the training in the Far East. 

General Stewart. No, sir. Those figures were worldwide. I forgot 
to mention that. 

Senator Smiru. I thought you said Europe. 

General Stewart. Well, we also have trained some people in Japan. 
This is training in the United States, training overseas. For instance, 
we train some people in various things at Clark Field in the Philip- 
pines, and this is what we hope to do in 54. 

I bey your pardon,sir. I made a mistake. I have just been in- 
formed this is European training only. That was my mistake, sir. 


SUPERVISION OF EQUIPMENT 


Senator KNowLanp. Mr. Chairman, I would like to ask one question 
as to the supervision of this equipment we are turning over in both 
Europe and Asia. 

Now, I had never favored turning this equipment over to China 
without supervision. I think one of the great mistakes we made ear- 
lier was we did not have adequate supervision on it, and I have par- 
ticular reference to the material we are now sending to Indochina. 

What supervision do we have to prevent a leakage of some of that 
equipment? I understand we have so much equipment over there that 
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t is practically running oat of their ears on the docks and other places. 
What supervision do we have to prevent another Chinese type of a 
situation in Indochina? Do we have a crew over these who is seeing 
to it that the items get to the end users so that they are properly used? 

We had trouble in Greece, we had trouble in China, and we have 

had trouble in other areas of the world. Now what are we doing to 
om vent the same type of mistake from happening again ? 

General SrewArtr. We have our military assistance advisory group 
in Indochina. It is a fairly large group headed by General Trapnell. 
It represents three services. 

One of their principal duties, duties prescribed by law and one ot 

my responsibilities, is the observance of the use of the end items that 
we give these countries. Our ability to actually observe the use of 
these end items varies from country to country. We must, of course, 
have the full cooperation of the country in order to get into the field 
and see what they have done with it and how they are using it. 

Senator KNow.anp. Mr. Chairman, I have been doing a little fur- 
ther checking and I have obtained some reports to the effect that some 
of that equipment may be getting diverted into spots where it shouldn’t 


go. 


POWERS OF RESPONSIBLE OFFICIALS 


Now it seems to me that this Government and the American peo- 
ple, if we are taking on this obligation, should make certain that our 
responsible officials have both the authority and the power to be sure 
we don’t get another Greek or Chinese situation developing in Indo- 
china. I think they ought to be given sufficient authority so that the 
official in the field can turn off the flow of equipment if there is any 
reason in his mind to believe that there is diversion or, if he does not 
have the full authority, to find out what the end use is. 

Now, if we aren’t careful, we could get a major scandal on this situa- 
tion in Indochina. I think we should set up the necessary requirements 
now, and not after the event, and certainly, as far as I am concerned, 
our executive department should have the full authority necessary to 
be sure that we can do that kind of checking. I think it is essential 
and I want to underscore it again. I think our responsible people 
should have this authority, and if we don’t have a re presentative in 
the field with enough stars to turn off the flow of equipment if neces- 
sary, we should see that we do have. 

General Srewarr. I agree with you completely, sir, and in addition 
to the MAAG people out there, I send inspectors from my office. I 
have some officers who have come back very recently, and each of the 
services during the year makes visits. 

We do make this check in practically every place in the world ex- 
cept there. We have very fine relations in practically every other 
place in the world but in French Indochina we do have a complaint 
that we don’t get full checks. 

Senator Knowranp. I want to say both as a member of this commit- 
tee and as a member of the Appropriations Committee, where I ex- 
pect to follow up on this thing, I am not at all happy about the reports 
I get out of Indochina. 

Mr. Woop. Senator Knowland, I believe that the problem relates 
primarily to the observation of use in and on the battlefield. There 
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are, I believe the General will tell you, rather careful procedures for 
checking the receipt of the material and its placing in warehouses and 
the control of it until it actually gets into the hands of the people 
in the combat areas, where it is difficult to send our inspectors out 
to observe it to the full extent that seems to be desirable. 

Senator KNow1naNnp. I can see no excuse whatever why the French 
should not afford us the same right we would expect to be afforded 
any other place where we are putting millions of dollars of the Amer 
ican taxpayers’ money into this operation. Unless we have that, I 
am not in favor of giving them a blank check. 

The Cuarrman. I think, Senator Knowland, that you have made 
a very constructive suggestion. I would hate to see those errors that 
we know occurred in Greece and China duplicated. 

I think this is sufficient notice now, General, to you and to the 
Executive Department that you govern yourselves accordingly, be 
cause the taxpayers are getting more or less fed up with what they 
hear about the way we spend their money. There is no justification 
for not getting the appropriate inspection in the first place. Of course, 
we recognize that in Indochina probably some of the French would 
like to get out, but we are not serving the French or ourselves if we 
permit a lot of our material to go haywire, and I am more concerned 
with the thought that we should have learned from the past. Our mis- 
takes of the past should teach us how to proceed now. 

General Stewart. I would like to add, sir, that the bilateral agree- 
ment, of course, provides for that. It is just a question of local diffi- 
culties. We have the complete authority in the agreement. We have 
the people there to do it. 

The Cuarmman. You have some specific countries you want to go 
into, you say ? 

Mr. Woop. Mr. Chairman, we had proposed to follow General 
Stewart’s statement with a brief general statement by Dr. FitzGerald 
concerning the aid program for this area in other than military end 
items and training. 

The CuatrmMan. If it is agreeable we will recess now until a quar- 
ter after two. Mr. Wilcox calls my attention to the fact that there 
are a number of matters in the folders that he is willing to take charge 
of because they are security information and he prefers that they not 
be taken out. 

(Whereupon, at 1: 10 p. m., a recess was taken until 2:15 p. m., ,the 
same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will come to order. 

As I understand it now, Mr. D. A. FitzGerald, Deputy to the Direc- 
tor for Mutual Security, will testify at this time. 

Mr. Woop. That is correct, sir. 


ECONOMIC SITUATION IN EUROPE AND THE NATO AREAS 


Mr. FitzGerald will now, Mr. Chairman, if you please, give a gen- 
eral statement on the economic situation of these countries in the 
area we have been concentrating on, and a general discussion of assist- 
ance in forms other than military and end item aid which we are 
proposing. 
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Senator Grorer. In Europe? 
Mr. Woop. In Europe and the NATO areas. 


SITUATION IN LAOS 


The CuairMan. Before you do that, is there anyone that can tell 
us any of the latest developments i in Laos? Have they got rid of any 
of those Communists in Laos ? 

Mr. Merchant, would you give us any late information on that situ- 
ation, anything later than that which was given to this committee the 
other day by General Bradley? There must have been some develop- 
ments in the last couple of days. 

As I understand it, they are retreating and I wondered if you had 
any information as to why or how far they have retreated. 

Mr. Mercuant. The last report I saw, Mr. Chairman, indicated that 
they are withdrawing, both to the north and to the east; but there is 
no evidence that they are withdrawing outside of the borders of Laos. 
They are still within the borders, and the one column from the east, 
as a matter of fact, is apparently still fairly deeply in Laosian ter- 
ritory. 

The Cuairman. Carry on. 


STATEMENT OF D. A. FITZGERALD, DEPUTY TO THE DIRECTOR 
FOR MUTUAL SECURITY 


Mr. FirzGreravp. Mr. Chairman, you will recall that this morning 
General Stewart reported particularly and specifically on the end item 


aid that was being, or was intended to be rare to our NATO 
allies from the United States through the United States Department 
of Defense. 


BREAKDOWN OF DEFENSE EXPENDITURES OF NATO COUNTRIES 


To supplement that, I should like first to turn to a chart and to 
the statistics showing the trend of defense expenditures by NATO 
countries, and the contributions that the countries themselves are 
making to our joint mutual security. 

The first chart shows the defense expenditures of selected NATO 
countries from 1950 to 1952, actual; and for 1953 and 1954 projected. 

As you will note the increases were particularly rapid above the 
level of 1950 and 1951, which were at or just about the time of the 
Korean outbreak. 

The estimated defense expenditures of the European countries will, 
we expect, level off at about 1953 and 1954, those expenditures repre- 
senting about the maximum capabilities of western European coun- 
tries to contribute from their own resources to our mutual defense this 
year, next year, and for at least a year or two ahead. 

In the aggregate, the defense expenditures of Western Europe now, 
for this fiscal year, are about $13.7 billion, and estimated for fiseal 
1954, $14.9 billion. The biggest increase in fiscal 1954 over fiscal 1953 
is in the estimated expenditures of Germany which, as you will see, 
is shown at the top of this particular chart. 
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The Cuamman. Can you make this clear so that when you talk 
ubout these increased expenditures the record will show how much of 
this year’s backlog is contained in that expenditure. 

Mi. FirzGeratp. These, as you understand, Mr. Chairman, are ex 
penditures by European countries themselves, from their own defense 
budgets. This has nothing to do with the United States military 
end item aid program which General Stewart discussed this morning, 
and these are on the basis of European expenditures, not obligations 
but actual and projected expenditures for NATO countries and 
Germany. 

It is broken down, this particular chart, into five major categories 
personnel, operation, maintenance, major materiel, construction, and 
other, this ¢ ‘other” including, in this instance, Germany, which is, 
however, separately identified. 

Again 4 you will note that by 1954, expenditures by the Europeans 
through their own budgets wi I be about 214 times what the expendi- 
tures were in 1950. 

In the book of statistics which goes along with these charts, there 
are also indicated the expenditures by the United States and Canada 
for comparative purposes. 

The Cuarrman. Have you shown in the record what those expendi 
tures are for? You might read them into the record. 

Mr. FitzGeratp. These expenditures, I can give you the statistics 
on them : 

Personnel, military personnel, costs include pay and allowances, 
subsistence, clothing, and transportation, and so forth, for military 
personnel, 

The CuarrMan. For 1953 or 1954? 

Mr. FrrzGeratp. Beg pardon, sir, that applies to the red part of 
that bar across the table. I am talking about the composition of each 
bar in the chart for each year, and the personnel bar in red, which I 
just indicated the composition of, amounts to $3.6 billion in fiseal 1954: 
$3.5 billion in fiscal 1953. 

Operations and maintenance, which includes cost of operation, 
maintenance, fuel, maintenance of equipment, nonrecurrent spare 
parts, other operating costs, retirement pensions of career military 
persons are estimated for fiscal 1954 at $3,749 million; and for fiscal 
1953, $3,482 million. 

The major materiel, which includes the cost of acquisition of major 
equipment items, concurrent spare parts, and industrial facilities for 
production of armaments amounts to an estimated $3.6 billion in 
fiseal 1954; about $3.15 billion in fiseal 1953 

Construction, which includes the cost of ‘building national military 
installations, and the net expenditure for NATO common infra- 
structure, an estimated $1.5 billion, fiscal 1954, and just over $1 billion 
in fiscal 1953. 

The other operating expenditures which, as I have indicated, also 
include Germany, amount to about $2.5 billion for both fiscal 1954 
and fiscal 1953. 

I might also add, Mr. Chairman, that of the German estimated 
expenditures in fiscal 1954 which are shown on the first table, the 
primary item is the support costs for occupation costs for the United 
States, the British, and the French forces in Germany. 





MUTUAL SECUBITY ACT OF 1953 215 


UNITED STATES CONTRIBUTIONS 


The Cuarrman. Now, will you put into the record, at this point, 
the total amount which we are putting into the jackpot for 1953, and 
the total amount we are putfing in for 1954? 

Mr. FrrzGeravp. You want, if I may ask a question, Mr. Chairman, 
the total cost value of United States contributions / 

The Cuarrman, That is right. 

Mr. FrrzGeravp. Including military end aid items? 

The Cuairman. That is right; those items right there. 

Mr. FrrzGeravp. I will have to get the military items from the 
Defense Department. 

For nonmilitary end items programs, the value of the obligation 
in fiseal 19538, that is the current year, is $1,357,800,000. 

The Cuarrman. That is the United States contribution. 

Mr. FrrzGrratp. Not including Spain or technical assistance. 

Mr. Woop. We will have the military figure in just a minute, Mr. 
Chairman. 

General Stewart. If I understand, sir, you want the value of mate- 
riel in Europe in the 1954 figure. 

Mr. Woop. 1953 figures. 

General Stewart. I don’t have the 1953 figure. 

Mr. Woop. The value of the program fund for fiscal 1953, which 
was on the table that you gave this morning, is not broken out by 
specific years; it is 1950 to 1953. 

We will have to put that in the record later, Mr. Chairman; we 
can do so. 

(Nore.—The information referred to is as follows: ) 


United States assistance and the European defense effort, Huropean NATO 
(excluding Greece and Turkey), Germany, and Yugoslavia 


{ Millions of dellars]} 


| 
| , Total | United States Mutual 
| European rot : : | Security Program as- 
| defense Net European effort ! sistance? (expendi- 
| effort from | ture basis) 
United 
| States and 
European 
actions 


Fiscal year 
Percent 
of total 


Percent 


Amount of total 


Amount 


7,826. 5 5, 170.2 | 66.1] 2,656.3 | 33.9 
13, 487.7 , 196 75.6 | 3, 290.9 24.4 
: 16, 655, 5 , 358.7 | 74.2 4, 296.8 | 25.8 
7 18, 788. 9 73.7 4,945.2 26. 3 


_! Derived by subtracting from reported country defense expenditures the total amount of mutual defense 
financing expenditures (and/or economic aid and defense support) and special defense financing for France. 

? Includes (a) mutual defense financing (economic aid in fiscal year 1951 and defense support in fiscal years 
1952 and 1953) on an expenditures basis as follows: Fiscal year 1961, $2,026.8 million; fiscal year 1952, $1,431.9 
million; fiscal year 1953, $1,296.8 million; and fiscal year 1954, $945.2 million; (6) Secretary of Defense Wilson 
has testified that total MBAP expenditures will be $3.7 billion in fiscal year 1953 and $5 billion in fiscal year 
1954. In the past 80 percent of total MDAP expenditures are for European NATO (excluding Greece and 
Turkey), Germany, and Yugoslavia. Assuming continuation of this relationship results in estimated 
M DAP expenditures for this area of $3 billion in fiscal year 1953 and $4 billion in fiscal year 1954. Actual 
figures for fiscal years 1951 and 1952 for title 1 Europe as follows: Fiscal year 1951, $629.5 million; fiscal year 
1952, $1,859 million. 
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United States assistance and the European defense effort, European NATO 
(excluding Greece and Turkey), Germany, and Yugoslavia 


{Millions of dollars} 


. 

Total United States Mutu 

European Net European effort! | Security Progr 
defense | assistance ? 

Fisca) year effort from |_ all ee salle 

United | | 

States and 

European | Amount 
actions 


Percent 


of total | Amount 


1951 ‘ ‘ 10, 921.1 5, 170. 2 .¢ 5, 750.9 
1942 15, 977. 6 10, 196.8 8 5, 780. 8 
1953. 16, 700. 2 12, 358, 7 . 4, 341. 
1954 17, 240.4 | 13, 843.7 13 | 8.3067 
| 

1 Derived by subtracting from reported country defense expenditures the total amount of mutual def 
financing expenditures (and/or economic aid and defense support) and special defense financing for Frar 

? Includes (a) mutual! defense financing (economic aid in fiscal year 1951 and defense support in fiseal y 
1952 and 1953) on an expenditures basis as follows: Fiscal year 1951, $2,026.8 million; fiscal year 1952, $1,4 
million; fiscal year 1953, $1,296.8 million; and fiscal vear 1954, $945.2 million; and (6) mutual defense ass 
ance program on an obligations basis for fiscal] year 1951, $3,724.1 million; and fiscal vear 1952, $4,348.9 mil 
available for obligation in fiscal year 1953, $3,044.7 million; and appropriation request for fiseal year 
$2,451.5 million, 


MAJOR MATERTEL 


Mr. FivzGeravp. As a matter of information, one of the items 
this particular table which is of more significance than some others 
is the “Major materiel” to which the United States military end iten 
program is primarily directed. 

The next chart will show the trend in expenditures for major ma 
teriel by the European governments themselves since at showing 


aircraft, which has gone up about 3 times in the last 5 years; ammuni 
tion, which has increased more than 6 times; transport aldilein ships 
and combat vehicles. Those are the major categories of materie 
»nd show the increased resources which Western European countries 
themselves are devoting to the equipping of their own forces, along 
with the efforts of the United States, as reported to you by Genera 
Stewart this morning. 


SECURITY INFORMATION 


The Cuamman. I notice this is marked “Secret—Security Informa 
tion, Statistics for Europe.” 

Now, we are trying to compile some kind of a record from which we 
can make or present our arguments. Is there some way of consoli 
dating these figures so that the matter can appear in the record show 
ing the following: (1) The amount that country X expended in rela 
tion to its defenses in X year; (2) the amount we oP Pree that 
year; and thus, through the whole category of nations; (3) the total 
that we hav » appropriated during that year; and (4) the total that 
Kurope has spent during that yes ar? We would then have something 
that could be understood very quickly. 

We talk about mutual aid in terms of $9 billion 1 year and we are 
told that during that year the Europeans have expended in their ow) 
behalf X millions of dollars. That kind of a thing would be of value 
I don’t know whether or not you are going to permit us to use thes: 
illustrations if they are secret. 
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Mr. Woop. Mr. Chairman, we can‘certainly arrange that in some 
fashion insofar as it concerns information for ‘past } years; and we will 
apply ourselves to providing as useful as possible materials that do 
not involve secret information, and on a country-by-country basis. 
We shall attempt to meet what is, it seems to me, your very pertinent 
request. 

The Cuarrman. It is not only my request, but we need the figures 
to meet the arguments of people saying, “What are these countries 
doing ¢” 

Mr. Woop. We will work up something like that and put it in the 
record, sir. 

The CuamrMan, Carry on. 

Mr. FrrzGrravp. One of the difficulties in this connection, Senator, 
s that some of the information included in these statistics has been 
furnished in confidence by other countries, as to what their budgets 
are going to be for the coming year, and it is not appropriate for us 
to disclose publicly what budgets are being requested for one or more 
other countries until those countries’ authorities themselves have pre- 
sented them to their own parliaments. 

The Crarman. It will be very illuminating, even from past 
history. 
EXPENDITURES 





DEFENSE 





EUROPEAN 


Mr. FrrzGrratp. The past history we can do for you. 

I should like now to turn and relate the E turopean defense expendi- 
tures, which are estimated at about $15 billion for NATO countries, 
ucluding Germany, for fiscal 1954, to the gross national products of 
the several countries. 

The relationship for the NATO countries and Germany, as a group, 
is shown in the lower corner of the table there, starting at about 514 
percent of gross national product, in 1950, and has increased steadily 
to an estimated 9.4 percent in fiscal 1954, 

The United States—that is comparable to the figures of the United 
States shown in the box immediately above that, at 4.7 percent in 1950, 
and is pr taatee at 14 percent for the next fiscal year. 

These are all on an expenditures basis, Mr. Chairman. 

The U nited Kingdom, France, Germany, and Italy are the 4 larg- 
est contributors with the largest defense budgets. 

Some question, of course, will be raised, and properly so, as to 
whether western European countries are bearing an equitable share of 
the joint cost of common defense in Western Europe. 

There are several measures of such equity, none of them, of course, 
completely satisfactory. 

In general, it must be remembered that western European countries’ 
gross national product per capita is very much lower than the United 
States. In this country it runs somewhere around $1,400 a person; 
in the most advanced European country, it does not run much more 
than half of that; and for such countries as Greece and Turkey, it 
probably does not run much more than 15 percent. 

The data on per capita gross national product are contained in the 
statistics that have been laid before you. 
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TAXES 


Another measure of the burden which several countries are bearing 
is in the matter of taxes in relation to the gross national product. 

The Cuarrman. When you speak of taxes, are you taking into con 
sideration the State taxes there? 

Mr, FrrzGrravp. The next table, Mr. Chairman, includes taxes at 
all levels of government. 

The Cuarrman. All right. 

Mr. FrrzGrravp. And the range as of the latest information avail 
able, was—the rate was highest in Germany, at 33.9 percent; th« 
United Kingdom, 32.7 percent; France, 31.4 percent; the Netherlands. 
31 percent; Belgium-Luxemburg, 28.9 percent; Norway, 27.9 percent: 
the United States, 26.1 percent; Italy, 23.9 percent; and it runs on 
down to Turkey and Greece. 

Some of you will note that the Chancellor Butler and the United 
Kingdom announced some reduction in taxes in the last couple of 
weeks. Those reductions are not reflected in this table, but if they had 
been reflected, the 32.7 would have been reduced to about 31.5, leaving 
the United Kingdom still with the second highest rate of taxes in 
relation to gross national product. 

The CuairMan. Could you explain how these figures were reached. 
using the United States as an example? 

Mr. FirzGerautp. You had, Mr. Chairman, the taxes collected at the 
Federal level, at all the State and local level, and divide the total tax 
collections by the gross national product. Those levels of taxes ar 
shown on page 9, on the foremost of the western European countries, 
and the United States, for the year indicated in that table. They 


are not always the same year, but the latest years for which the data 
was available. 

The Cuarrman. What was the gross amount of taxes collected, and 
what was the gross amount of the national product? 

Mr. FrrzGrravp. For the United States? 

The Cuarrman. Yes. 

Mr. FrrzGeraxp. For the United States the gross amount of taxes 


collected was $90 billion, and the gross national product was, let’s 
see, I have that figure right here—roughly $345 bilhon. 

The Cuatrman. What did you say was the gross amount of taxe= 
collected ? 

Mr. FrrzGeraup. Ninety billion dollars; 62.5 by the central Govern- 
ment; 8.6 billion, social insurance; 18.9 billion, regional and local 
governments. 


GROSS NATIONAL PRODUCT 


The Cuarrman. How do you reach your gross national product 

Mr. FirzGrratp. You will note, Mr. Chairman, that was for the 
calendar year ending December 31, 1952. The gross national product 
is shown on page 7. It is on a fiseal-year basis, however. The gross 
national product for 1951-52 was $337 billion, and for fiscal 1953, $353 
billion, and I just averaged the 2 of them to get the estimated gros- 
national product. 

Now, we can get the gross national product exactly for the calendar 
year if you wish it, sir. It just happens that these are on a fiscal 
year basis on the table on page 7. 
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The CnarrMan. Please explain the gross national product further. 

Mr. FrrzGeratp. The gross nation: al product represents the sum of 
the incomes received by the several classes of the American population, 
wage earners, farmers, the entrepreneurs, people who get interest, and 
f you would like a technical statement on what gross national product 
is, I will be glad to insert it in the record. I am not an expert myself 
and I couldn’t describe it any more fully. 

The Cuarrman. I thought that was it. I was curious to know how 
you assembled that information. I think it is very interesting in- 
formation. 

Mr. FirzGrratp. The United States data are assembled by the De- 
vartment of Commerce, Mr. Chairman. We just use their data. 

The Carman. Thank you. 

Senator Grorce. How do you know about the gross national prod- 
uct of other countries—for example—NATO countries? 

FirzGreraLp. We have worked through the Organization for 
European Economic Cooperation, Senator George, to develop a series 
of gross national product data for the members of that organization 
that are, we hope, adequately comparable with that of the United 
States. I think one must admit very frankly that in countries such as 
Turkey and Greece, where your basic statistics are likely to be rather 
sketchy in any event, that there is a certain amount of margin of error 
in the estimates for countries in which the basic data themselves are 
none too good. 

Senator Grorcr. It was only a few years ago that we began to use 
the national product basis to compute the so-called national income. 
Prior to that time we had a different basis for arriving at the national 
income. 

Mr. FrrzGrratp. That is correct, sir. 

Senator Groree. How do these NATO countries in Europe make 
their estimates? Do you try to place them on a comparable basis? 

Mr. FrrzGeratp, That is correct, insofar as the basic statistics per- 
mit, Senator, they are on a comparable basis, yes, sir. 

These statistics have been developed over the course of the last 
5 years, Senator George, and they are in our opinion reasonably com- 
parable, and as accurate as they can be obtained in the light of the 
statistics available in each one of these countries. 

I should like to turn very briefly for a moment to the more general 
economic developments in Western Europe in the last 12 months. 

The Cuatrman. May I suggest that a percentage figure be given in 
the exhibit you are to prepare; for example, the total amount the 
Kuropean countries are contributing and the total amount we are 
contributing—or your approximation—and then an estimate for 1954, 
that should show a downhill approximation on our part. 

I make these suggestions simply because I think anything we can 
document which will clarify the fact that we are contributing less 
percentagewise, as well as in dollars, will have considerable influence. 
I might say, off the record— 
(Discussion off the record. ) 

The Cnatrman. All right, carry on. 
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ECONOMIC DEVELOPMENT IN WESTERN EUROPE 


Mr. FrrzGeravp. During the last 12 months the Western European 
economic activity has tended to level off. It has run for the last 15 
or 16 months somewhere between 135 and 145 percent of prewar. Those 
data also are shown on the table on page 16 in this statistics report. 

During the last 2 or 3 months there are additional—there are signs 
that Western European economy is now again moving forward and 
expanding, and a very important consideration, Senator, and one 
which I am sure you will appreciate, if we are gradually and as 
rapidly as possible to have the major portion of the cost of maintaining 
a strong defensive effort in Europe Come by the European countries 
themselves, they need to put forth further efforts to extend their own 
economy, developing a larger base upon which to rest the costs of 
their defense effort than they have so far had. 

You will note also that in this same connection, comparisons on 
page 7 showing the gross national product of Western Europe with its 
275 million people, is only about $150 billion as compared to the 
United States gross national product of $353 billion estimated for the 
current fiscal year. 

A further and continuing expansion in European industrial and 
agricultural production is an essential prerequisite to the carrymg by 
the European countries themselves of a larger and larger share of 
our common defense effort in Western Europe. We have certain sup- 
plementary programs which we will be discussing with this committee 
later, which we hope will assist Europeans in their efforts to increase 
their own production, their own output, and carry a larger and larger 
share of our mutual defense effort in Europe. 

In connection with the aid furnished to Western Europe, other than 
military end items delivered by the Defense Department, we ean 
report here and insert in the record a table which shows the actual 
obligations in fiscal 1952; the estimated obligations in fiscal 1953; and 
the authorization requested for fiscal 1954, including certain supple- 
mental activities; the total obligations for Western Europe in fiscal 
1952 amounted to $1,546 million; estimated obligation for the cur- 
rent fiscal year, $1,385 million. 

Our authorization request is $500 million, and adding our proposed 
obligation of unobligated funds programed in fiscal year 1953 of $37.5 
million for Italy and $75 million for Spain, our estimated obligation 
in fiscal year 1954 is $612,500,000, something less than half of the 
estimated obligations for the current fiscal year. That excludes an 
item of $400 million which has to do with the development and support 
of the French in Indochina. 

The support of the French effort in Indochina does have a beneficial 
effect. on the metropole of France, a matter which we will discuss in 
detail when we come to the French story itself. 

Those, I think, summarize the major elements of the economic 
picture in Europe. There are two other matters which I should like 
to call to your attention quickly. 


EUROPEAN EARNINGS 


One of the reasons it is possible for Europe to bear a larger share 
of its own foreign-exchange requirements is because during this build- 
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up period Europe is earning a substantial volume of dollars through 
extraordinary expenditures, rather than through exports of com- 
modities to the United States or the dollar area. 

This chart shows those earnings. 

The Cuarrman. What page is that on! 

Mr. FrrzGeratp. That is on page 13, Senator. 

The top part of the chart shows for fiscal 1952 actual and for 
fiscal 1953 and 1954 estimated United States military expenditures 
in Western Europe. 

The NATO countries and Germany, these represent payments by the 
Department of Defense for troop pay or local procurement and the like 
in Europe, ranging from $530 million in fiscal 1952 to $943 million in 


fiscal 1953. 














OFFSHORE PROCUREMENT 







The second part of the bars, for fiscal 1953 and fiscal 1954 indicate 
earnings by the NATO countries from offshore procurement payments, 
for the payment on contracts for production of end items in Europe 
which were made largely, of course, in previous years. You w = note 
there is practically no such bar or part of the bar in fiscal 1952, be- 
cause that was the first year in which the offshore procurement con- 
tracts were let in any volume. They are reflected in payments in 
fiscal 1953, and the larger volume of offshore procurement payments— 
the payments for 1954 reflect again payments largely against contracts 

let in fiscal 1953 and earlier years. 

The third part of the bar represents a drawdown of the economic 
aid line amount of $379 million in fiscal 1952, and around $175 million, 
slightly under $175 million, in the two succeeding years. 

As you will notice, Senator, the defense support aid for 15 countries 
in 1952-53 was something under $1,500 million, about $1,350 million, 
and in fiscal 1954 droppxing to $307 million, but supplemented, as I 
indicated earlier, by other aid related particularly in the case of 
France to Indochina, and $200 million, an item which again will be 
introduced in connection with the country programs for the United 
Kingdom and France. 













UNEXPENDED BALANCES 










The final chart which I wish to show you, but the discussion of 
which you may wish to reserve until you are looking at the whole 
question of unexpended balances, is the trend in European country 
aid, obligations, expenditures, and pipeline. 

As you will see, our pipeline of unexpended obligations has declined 
sharply and steadily from the peak of June 30, 1950, where they 
amounted when our program was large and when the old Marshall 
plan program was in full force, to $1,850 million. 

The pipeline on June 30, 1953, is estimated to be around $875 million 
and now is estimated or expected to fall another $175 million, roughly, 
during or for the coming fiscal year. 

The same data are shown together with the obligations and expendi- 
tures on the right-hand side of the chart. Unless there are general 
questions or specific questions, Mr. Chairman, I think the matters in 
connection with the individual country programs can best be brought 
up at the time when we get on to each individual country. 
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PROGRAM FOR UNITED KINGDOM 


The CuatrMan. I wish you would refer to the report of the Mutua! 
Security Program evaluation pertaining to the United Kingdom, 

Mr. FrrzGrratp. We have been a little more conservative than the 
evaluation team there, Mr. Chairman, and are proposing or requesting 
only $200 million for the United Kingdom during the current or fo! 
the next fiscal year 

We are proposing that part of it, half of that $200 million be used 
directly for the procurement of additional aircraft in the United King 
dom, and $100 million be made available in the form of certain agri 
cultural commodities which the United Kingdom normally imports in 
very large volume, the counterpart of that being used by the United! 
Kingdom as a supplemental defense expenditure, less, of course, 10 
percent of the local currency reserved for the use of the United States. 

The Cuamman. Do you have any idea how much longer it will be 
necessary to continue aid to Bri iti lin? 

Mr. FrrzGerawp. No, sir. It is particularly difficult in the case of 
the United Kingdom to anticipate the impact of unpredictable changes 
in the general world economic conditions, on that country. As you 
know, they have very violent swings in their reserves, their gold and 
dollar reserves, Last year they lost about $2,200 million of their gold 
and dollar reserve, and had to tighten up very sharply on their import 
program. 

This year, during the current fiscal year, they will have stopped that 
loss and regained some small portion of their gold and dollar holdings 
which we now estimate, at the end of this fiscal year, to be something 

like $2.4 billion. 

However, $2.4 billion, in the light of present price levels and present 
volume of British external trade constitutes a reserve of only about 20 
percent as large as the British used to have before the war of gold and 
dollar holdings. Even a minor upset in the general economic situation 
throughout the world can create very violent swings in the British 
economic situation. 

We are, as you will see, hopefully forecasting that the direct eco- 
nomic aid for the United Kingdom, for fiscal 1954 of $200 million, can 
be again reduced very sharply in fiscal 1955; that for 1954 represents 
slightly under half of the aid made available during the current fiscal 
year which amounts to $409 million. 

Mr. Woop. Mr. Chairman, might I just supplement what Dr. Fitz- 
Gerald said concering this United Kingdom program. 


DEFENSE PRODUCTION IN UK 


The amount of $200 million that he has mentioned consists, as he 
said, of two components. The first is $100 million of certain special 
agricultural commodities, notably wheat, corn, cotton, and lard which 
are essential for import into the United Kingdom. That is similar, 
clearly, in many respects to the defense support aid of the previous 
year. It is different in this respect—that it is specifically related to 
certain commodities which are in abundant supply in this country. 
It represents an attempt to combine a need on the part of Britain for 
imports from the dollar area with an availability of commodities in 

very large supply in this country—to marry those two facts in such a 
way as to do the most good on both sides of the ocean. 
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(he other $100 million, as Dr. FitzGerald indicated, involves an un- 
dertaking by the British Government to produce certain of these more 

modern jet airplanes. This $100 million of assistance is over and above 

our program for the delivery of military end aid items, and the offshore 
procurement program which is going to be carried out through our 

own procurement officers overseas. I want to make very clear what it 

is that we are proposing—this would make available, in addition to 
the military end items which we may deliver to, and the offshore pro- 

curement contracts which we may place in, the United Kingdom, an- 

other $100 million on condition that the British produce this amount 

of airplanes. 

It thus has the effect of financing an amount of defense production 
in Britain, which they would not otherwise be able to finance. It has 
what, it seems to us, is a very good feature in that it ties the provision 
of this $100 million specifically to defense production of an amount 
which we believe they otherwise would be unable to maintain. 

I want to point out, in the interests of a complete understanding of 
this British assistance that both of these $100 million items will also: 
(1) Add to the dollar earnings of the United Kingdom and, therefore, 
help deal with the balance of payments problem of the British Govern- 
ment, and (2) assist them, as defense support aid has in the past, in 
dealing with their internal budgetary problem. 

You may recall that under the defense support technique we sup- 
plied commodities to the British which they needed and the counter- 
part therefrom was then deposited. That counterpart then went to 
finance increased defense production and so assisted them in their 
internal budgetary problems. Those two effects will also occur under 
the assistance here proposed. 

In addition, however, and this is why we think that this is a better 
and more clear-cut technique for providing the assistance, the $100 
million will be directly tied to aircraft production and will enable 

the British to carry on production that they would otherwise be un- 
able to do. 

Senator Grorcr. Would you break down the $100 million for sup- 
plies, those of which we have a surplus, and which it is contemplated 
may be shipped or be furnished to Great Britain ? 

Mr. F edGan: ALD. Yes, sir, we have roughly estimated, Senator 
George, that it comprises around $40 million worth of cotton, around 
$25 million of corn, about $25 million of wheat and about $10 million 
of lard. Probably there will be some variation. 

Senator Grorce. Are those rough estimates / 
Mr. FrrzGeratp. Those are rough estimates, yes, sir. 
That’s all, Senator, unless you or Senator George have some 
questions. 
The CHatrman. Do you want to go to some specific country or 
area now ¢ 
Mr. Woop. The thought was, Mr. Chairman, that we would now 
go into the specific programs for certain of the major countries, or 
all of them if you have the time for it. 
The CHatrmMan. We will carry on until 4 o’clock this afternoon, 
and I would like to stop at that point. 
Senator Grorcr. I would like for you to break down the total 
amount asked for in this authorization bill, between the military 
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direct and indirect, and the strictly economic aid and assistance. | 
realize that in some instances it is hard to separate because the strictly 
economic assistance also aids the military; but broadly, could you 
separate them for me? 

Mr. Woop. That we have attempted to do. 

Senator Grorcr. You may have it in the record already. 

Mr. Woop. We will do that for you, sir. 

(Notr.—The material referred to is as follows :) 


MUTUAL SECURITY PROGRAM-—-NEW DOLLAR AUTHORIZATION REQUEST ACCORDING TO 
USE OF AID 


[Millions of dollars] 


| Si sé 

Direct and | | 

indirect Economic Total 
military 





Chapter I. Mutual defense materiel and training: 
(a) Europe. 
(b) Middle East and Africa 
(c) The Far East 
(d) Latin America 


Subtotal . 


Chapter II. Mutual defense financing: 
(a) Defense support and economic aid in Europe 
(6) British NATO aircraft production 
(c) French NATO military production 
(d) Defense support in Formosa and Indochina 
(e) Financing equipment and support of forces in Indochina 


Subtotal 35 
Chapter III. Mutual special weapons planning . | 
Chapter IV. Mutual development and technical progress 454 
Chapter V. Multilateral organizations --. ‘ 106 


Total 5 ‘ 5, 234 595 


| Includes $46 million for participation in SHAPE and other international security organizations; contro 
act expenses; and administrative expenses for all programs and titles. 


Mr. Woop. If General Stewart would join us at the table, we will 
start with the military program in certain of the major countries of 
Europe. 


MILITARY END ITEM AND TRAINING AID 


May I, just to complete the record, Mr. Chairman, read into it the 
answer to a question that you asked concerning the amount of military 
end item and training aid which was appropriated by the Congress 
for fiscal year 1953 in Europe, and the amount which we are request 
ing for fiscal 1954 for the same purpose. We will insert it in the 
proper place. 

In the fiscal year 1953 for the NATO area, title I, the amount ap 
propriated finally was $3,128,200,000 for military end items and train 
ing aid. As you will see from the mimeographed sheet before you 
covering the fiscal 1954 request, the comparable figure is, for 1954, 
$2.497,089,000. 

The Cuarman. I think you ought to take a minute’s recess about 
here. 

Off the record. 

(Discussion off the record.) 

The CuHamrMan. All right, carry on. 
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PROGRAM FOR FRANCE 


Mr. Woop. Mr. Chairman, we thought if it pleased you, that we 
would start with the defense plans of, “and the militar y aid program 
proposed for, France. When General Stewart has finished that, Dr. 
F itzGerald will then discuss other forms of assistance. In this w ay 
you will get a balanced picture of the military and economic situation 
in France and of the total program that we have developed to deal 
with this situation. Then we propose to go on to the United Kingdom, 
and some of the other major countries—as many of the other ones as 
you have time for. General Stewart, will you proceed to outline 
briefly the story for France? 

General Srewarr. Mr. Chairman, I propose to state our plans in 
terms of funds and then in terms of military forces that those funds 
will contribute toward. 

Mr. Woop. Mr. Chairman, you have a table there which contains 
these figures on a country-by-country basis. I believe it was dis- 
tributed this morning. 


SECURITY INFORMATION 


The Cuarrman,. All right, we have it. 

Why can’t we put the table in the record? This tells the story very 
thoroughly. You have it marked “Secret.” Now, any Senator, when 
this comes up for debate, could see this and understand what it is 
because you have first “Total training,” “Total materiel,” and then 


you have “Materiel Military Departments, Army, Navy, Air Force.” 


All that you are saying here can go in the record. 

General Stewart. | can limit my telling you to what we are going 
to get. 

Mr. Woop. Mr. Chairman, the problem here, if I may discuss it 
briefly with you—— 

The Cuamman. The problem here is not to confuse but to simplify. 

Mr. Woop. We can, of course, make public, as we have in previous 
years, the total by titles. There is a real problem about making public 
the amounts on a country-by-country basis. The highest authorities, 
both military and diplomatic, feel that making public the totals by 
countries discloses information which would aid the enemy consider- 
ably. These country-by-country figures do have a very real national- 
security aspect. 

This situation also applies at the present time, I regret to state, 
to the country-by-country figures for other forms of aid because of 
certain very delicate situations, and I believe this should be off the 
record, 

(Discussion off the record. ) 

Senator Grorcr. Now, this relates only to military ? 

General Stewart. This relates to military, materiel, and training, 
and the PCH&T items, the PCH&T items meaning packing, cr: ating, 
handling, and transportation, which related just to the military end 
items or materiel aid. 

Senator Grorae. I see. 

The Cuarrman. I don’t see any reason then to testify any further 
about this on the record, except to give your totals, 
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Senator Grorce. He doesn’t want to give the totals as to countries, 
that is what he doesn’t want to do. 

The Cuarmman. No, 

Senator Grorce. I can understand why he would not want to «lo 
it. If any of that got out, it might have a very adverse effect here 
and there. 

Mr. Woop. That is correct. We thought the committee might wis) 
to have a complete record which would be edited, in accordance wit} 
the instructions we have received from the committee, before it was 
yublished; but we thought the committee might like to have in its 

les a complete record peti the secret and confidential details on 
these matters which could be studied by any members of the committee 
who were not present when the testimony was given. 

The Cuarrman. Then put this into the record and it can be edited. 
Then his testimony is complete. 

Mr. Woop. That would be acceptable. 

The CHarrman. That would save time and expense. We have to 
pay these fellows a lot of money for taking this testimony. 


Mr. Woop. Yes, sir. 


STATISTICAL SUMMARY 


The CuarrmMan. Do you offer that as an exhibit? 

General Srewarr. I do. 

The Cuatrman. That exhibit “Department of Defense Statistica! 
Summary Proposed, Fiscal Year 1954 Mutual Defense Assistance 
Program” shows the proposed legislation, under total, $4,024,523,000. 

Then under title I, under your total would be $2,497,089,870. And 
then under title I, these other figures can go in, as I understand it: 
Under PCH&T, $159,390,000. 

Under total training, $107,398,700. 

Under total materiel, $1,919,797,170. 

Then you have “Materiel, Military Departments, Army, Navy, Air 
Force.” 

Under that heading the Army gets $800,400,000, the Navy gets $352. 
400,000, and the Air Force gets $766,997,170. 

Will it be all right for the figures I have just read to remain in the 
published record ? 

Mr. Woop. That is not classified, sir. 

The CuarrmMan. Hereafter the rest of the exhibit is classified, as it 
goes in? 

Mr. Woop. Yes sir. 

(The statistical summary referred to will be found in the files of 
the committee. ) 


HOW THE APPROPRIATION WILL BE USED 


The Cuatrman. What else do you have? 

General Srewarr. I can tell you what we intend to do with that 
money. 

The Cuarrman. That does not appear. Tell us briefly, but clearly, 
just what you are going to do with it. 

General Srewart. In the case of France we intend to contribute to 
the equipping of additional combat support units. 
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Senator George. You are giving this information country by coun- 
try, and I thought you would not want to do that. 

‘General Stewart. I was trying to give you what you wanted. I 
can go right on through, if that is all right. 

Senator Gorse. It is all right with us, but somebody will probably 
have to edit this report before it is published. 

The CHarrMAN. Surely. 

General Stewart. I can now go to Italy—— 

Senator Grorce. Before you go on, could you tell me out of which 
funds this assistance will come ? 

General Stewart. Out of the funds we are asking for, for 1954, sir. 

Senator George. Fiscal 1954?¢ 

General Stewart. Yes, sir. 

Senator Groreg. Not the carryover? 

General Stewart. No, sir. 

Senator Grorce. That has nothing to do with the unexpended 
balance ¢ 

General Srewart. Nothing to do with it at all, sir. 

Senator Grorce. All right. 

Pardon me, Mr. C hairman, I want to get this straight as I go along. 

The Cuatrman. Do you plan to continue on a country-by-country 
basis ? 


General Srewartr. Yes, sir. 
CLASSIFIED INFORMATION 


The Cuarrman. The information is classified, and that part of it 
would have to come out. You would want to edit it; would you not? 

General Srewart. Yes, sir. 

Mr. Woop. Some part would remain, but a good part would have to 
come out. 

The CuHarrman. I think from the standpoint of economy, we might 
simply say, “This is secret, classified,” and then say, “Off the record.” 
Then it would not be necessary to have it transcribed and have to pay 
for it and then have to edit it before publication. I am trying to save 
money and if you fellows will cooperate a little, we will be able to. 

Mr. Woop. Whatever you say, sir. 

The Cuarrman. No, no; I want to be sure that all that belongs in 
the record is in the record, but nothing more. 

Mr. Woop. My only question, Mr. Chairman, was the extent to 
which members not present at this meeting would wish to have avail- 

able a copy of the record, so that even though they could not use it in 
public, they would get a knowledge—— 

Senator GEorGE. "They would want it, but, if everybody has access 
to it, it would get out in the public. 

The Cuarrman. You are right. 

Senator Grorcr. You could put in the countries that are going to 
receive the aid. I suppose that is not particularly important. Do you 
expect to discuss each of the countries enumerated under title I as 
participating in the program / 

General Srewarr. Yes, sir. 

Senator Groree. Do you plan to do this without putting in the 
amount ? 

General Srewart. Certainly, sir. 
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Senator Grorce. That information could be found in the printed 
sheet without going into it any further, Mr. Chairman. Is it all of 
the NATO countries in E urope ! 

General Srewarr. Yes, sir; that is all the NATO countries in Eu 
rope, plus Yugoslavia, Spain, and Germany. 

Senator Grorce. Is Spain in the NA’ lO countries? 

General Srewart. No, sir. 

Senator Grorcr. You could break down and put in the record the 
information under title I, Mr. Chairman. 

The Cuarrman. <All this is in the record, but it will have to be 
taken out. 

Senator Grorce. Not the amounts. 

Mr. Woop. The totals we can leave in. 

Senator Grorce. You can leave in the totals for title I, but not the 
other totals for each country. 


DEFENSE FINANCING FOR FRANCE 


Mr. Woop. If there are no further questions on the military pro 
gram for France, we can turn to the assistance which we propose for 
France in forms other than military end items and training. Before 
I ask Dr. FitzGerald to comment on the French economic situation, 
I should like to call attention to the several components of the French 
assistance program. 

If you look under the category of “Defense financing” in the table 
which has been laid before you—it is entitled “Proposed Mutual Se- 
curity Program for Fiscal Year 1954, Illustrative Area and Country 
Breakdown of Mutual Defense Financing”’—— 

The CuatrMan. I have just gotten a copy. 

Mr. Woop. You will notice opposite France, first, that there is an 
item of $100 million for special defense financing, and, second, that 
there is no amount for defense support, which was the form of assist- 
ance other than military end items which was given to France last year. 
This $100 million is very similar to the $100 million item, which I 
mentioned earlier, included in our program for the United Kingdom. 
This is special defense financing which would take the form of m: aking 
$100 million available to France in consideration of her carrying out 
an agreement to produce certain specified military end items. This is 
over and above the regular offshore procurement program which is 
conducted through our own military procurement people and which is 
planned for France. 

The inelusion of this item arises from the fact that, after looking 
at the French situation and considering the burden the French are 
carrying both in the NATO area and in Indochina, it is perfectly 
clear that, even with the delivery of the military end items which 
General Stewart has nientioned plus the offshore procurement which 
is included in the military end items fund request, France will not 
be able to carry this burden without additional assistance. It is pro- 
posed to give her this additional assistance in several ways, the first 
of which is represented by this $100 million which is definitely tied 
to her performance in the production of certain specified military end 
items. 

It is also true in the case of France, just as in the case of Britain, 
that this $100 million, while it is directly tied to the production of 
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these military items, will have the effect of making available 100 mil- 
lion in dollars to France. The receipt of these dollars will assist 
France in meeting her balance of payments problems, and the aid will 
have the further effect, as in the case of the similar $100 million in 
Britain, of assisting France in her budgetary problem. In other 
words, it will enable France to produce and pay for these items, 
whereas without such assistance she would not be able to include them 
in her budget and pay for them. 


WAR IN INDOCHINA 


An additional aspect of the French problem is indicated by the figure 
of $400 million which is immediately below the $100 million and 
bracketed with it. 

That, gentlemen, is the $400 million which is proposed for assisting 
in the carrying on of the war in Indochina. That will be related to the 
production and delivery to Indochina of items which are necessary for 
the conduct of the war in Indochina. 

This amount will also have the two collateral and important ef- 
fects of (1) making dollars available to France in order to deal with 
her balance-of-payments problems, and (2) assisting France in solv- 
ing the problem of her budget. 

The Cuarrman. What is the final total? 

Mr. Woop. The total of such special defense financing for France, 
over and above the end items and offshore procurement assistance, 
will amount, if you count the $400 million in France, for Indochina 
to a total of $ 3500 million. The effect of furnishing $400 million is 
to take off France’s back a portion of the financial burden of carrying 
on the war in Indochina. The items which will be produced with that 
$400 million are going to be used in the Indochina war and the dol- 
lars which will be paid to France on this account will go to France 
and will assist her in carrying that burden, insofar as it affects both 
her balance-of-payments and budgetary problems. You will note that 
- the European portion of the table the $400 million is shown in 
brackets whereas in the far-eastern portion it is shown without brack- 
ets. The $400 million is actually counted in the totals of special de- 
fense financing in the Far East, rather than under France in Europe. 

It really is something in between; it accomplishes something in 
the case of France, as it also accomplishes something in the case of 
Indochina. It is counted on the Indochina side, since the items will 
go to Indochina for carrying on the war in Indochina. In terms of 
dollars, $400 million, Senator, will be definitely linked to, and used 
for, items which will be used in the Indochina war. 

The Cuatrman. How much of that amount is actually in dollars? 

Mr. Woop. The whole amount is in dollars. 

The CuarrmMan. That is what I wanted to get at. 

It does not consist of material from this country or anything of that 
kind, or purchases. Is that correct ? 


MILITARY END ITEM FUND AND OFFSHORE PROCUREMENT 


Mr. Woop. It does include military end items of a considerable 
amount of guns, tanks, and airplanes, et cetera, produced in this 
country and shipped over there. 
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The Carman. That is what I wanted to find out. What does tha 
amount to? ‘That provides work, and real economic help here sao, 
and I wanted to find that out. 

Mr. Woop. Of the total military-end-item fund (which includes 
offshore-procurement money), I am not sure whether General Stew 
art can tell you now as to how much of that will be offshore procur 
ment and how much of that will be end-items delivery from this cow 
try. Can you give us an estimate of that, General ? 

General Srewart. Most of the funds represent material in th 
French program. The rest of it is training. This material goes t 
France in the form of end items, pieces of equipme nt. It is our polic 
to procure offshore outside of the United States as many end items 
all the factors that bear on that operation will permit. 

In the two previous offshore programs, fiscal 1952 and fiscal 1953 
France has gotten the biggest single share of our contracts with the 
resulting benefits to her economy and dollar position. 

Exactly how much of this material will be purchased in France, | 
could not say. 

Actually France makes items that we pay for, for other countries. 

Mr. Woop. Mr. Chairman, as you culls aps know, we planned one 
session with you on the offshore procurement program in Europe. I 
believe at that session, which we would schedule as soon after this 
discussion of the program in Europe as is feasible, we will be able to 
give you an estimate of the amount of offshore procurement which 
it is proposed to place in France in the coming fiscal year. 


TOTAL AID TO FRANCE 


The Cuarrman. Let me ask one other question : 

What was the total amount of aid to France last year, including aid 
to Indochina, and what is the total amount for France this year? 

Mr. Woop. Now, as to last year, Mr. Chairman, the total amount of 
defense support aid 

The Cuarrman, No, the entire program. 

Mr. Woop. Putting them together, and adding them up—— 

The Cuarrman. Give us the answer so that a person reading my 
question can get the answers, and can see the total overall amount. 

Mr. Woop. We will have to put that in the record, Mr. Chairman. 

The Cuatrrman. I thought you had those things at your finger 
tips. 

Mr. Woop. We should have, and I apologize for the fact that we 
do not. 

The Cuarrman. Can’t you give us the total amount appropriated 
for France under mutual security and military aid last year, and the 
total amount you are asking for this year? There ought to be an 
explanation in front of you, giving total amounts for. France and 
every other country. 

(Discussion off the record.) 

General Stewart. We have it in total previous aid. 

The Cuarrman. That is what I want. 

General Stewart. Not 1953, that is where we are getting caught. 

The Cuarrman. I think you should give us the tots als for each year, 
and the amount you are requesting this year. Show us what amounts 
you are asking now for France, what you asked last year, and if you 
have the figure, the total overall for the entire program. 
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Mr. Woop. We will insert that in the record and, when we appear 
fore you again, we will have similar figures for all the countries. 
| promise you that, Mr. Chairman. 

The Cuatrman. Do you have the total! 

General Stewart Yes, sir. 

The CuatrMANn. Overall ? 

General Srewarr. Yes, sir. 
The CuHatrmMan. The hour of 4 o’clock has arrived. 





THE FRENCH SITUATION 


Mr. Woop. Could Mr. FitzGerald cover the French situation ? 
Mr. FirzGrrarp. The statistics in it, Mr. Chairman, may be sum- 
rized on page 20 of this book of statistics here. We will try in the 
urse of the next 24 hours to declassify as much of it as possible. It 
ates the trend of industrial production, the foreign trade, the 
e of French resources, gold and dollar holdings, defense expenditurs 
| the gold and dollar transactions of France. 
Lf you W ish, I can go over them in some detail. 
The Cuarrman. Put it in the form of an exhibit and put it in the 
ord, 
Mr. FrrzGerawp. I think we might prefer, to save time on your part, 
declassify these to the maximum extent possible and put them in the 
cord. I think we can do that very largely for all this country in 
formation. 
Phe CratrmMan. All right. 
Mr. FirzGrratp. The French situation is going to be tight. They 
overextended, as has been indicated more than once before, and 
assistance that is proposed to go to France through the French 
lget this year will have the two effects that Mr. Wood already in 
ited, it will help the French balance of payments position, which at 
the moment is quite serious. ‘The gold and dollar holdings are less 
than a billion dollars, which is quite inadequate for the volume of 
nternational trade France has. 


FRENCH GOLD AND DOLLAR HOLDINGS 


During the course of the next year, France is one of the few coun 
tries in which we anticipate some modest increase in their gold and 
dollar holdings, perhaps as much as $200 million, as a result of the 
program that we have been laying before you here and as a result of 
our estimated estimates of their own foreign-exchange earnings. 


FRENCH BUDGET 


The French budget, which, as vou know, is about $11 billion equiv- 
alent, is without any assistance from us to that budget very substan- 
tially out of balance. As it is, the French will run a deficit. with their 
revenues about 75 percent of expenditures. Any further deficit in the 
French budget would, in our opinion, be seriously prejudicial to 
French stability and would tend to create further inflationary pres- 
sures in France. Those pressures are latent now and could well be 
brought out in full force and effect if the French budget was to be run 
with a larger deficit than we now anticipate. 
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As you will remember from the chart I showed you earlier, the 
French tax burden is the third highest of any country, including the 
United States. While there are some inequities in the tax sy stem of 
France, and while there is some failure to collect, the aggregate col- 
lection of all taxes by France, as earlier indicated, is the third largest in 
relation to GNP of any country, including the United States. 


TECHNICAL ASSISTANCE FOR FRANCE 


There is in France an urgent need for improving French agricul 
tural and industrial production. We anticipate supplementing the 
direct country aid with some additional technical assistance, both 
in the industrial and in the agricultural fields and in an effort to im- 
prove the French industrial productivity to get the economy grow 
ing at a more rapid rate than it has in the last year and a half. 

Senator Grorce. Is France getting anything net from Indochina or 
north Africa ? 

Mr. FrrzGrratp. No, it exports more than it imports in the case of 
both Indochina and its African territories. The last estimate we 
have of the balance was some $700 million equivalent French export 
surplus to the African territories, primarily because at the present 
time there is a large capital equipment flow from metropolitan France 
to the French territories. In due course that capital investment will 
redound to the benefit of the Metropole, but during the investment 
period there is a very heavy capital outgo to the north African ter- 
ritories. 

In the case of Indochina there is a very substantial flow of private 

‘apital, private profits from French Indochina to France, which are 
offset by the heavy military expenditures of France in Indochina. 


SUMMARY OF FRENCH SITUATION 


Mr. Woop. To summarize, the French situation, the proposed pro- 
gram calls for very heavy amounts of both military and nonmilitary 
assistance, or mutual-defense financing, for what seems to us very 
obvious reasons. One is that France is a very central figure in this 
whole complex, both in Europe and in the Far East, of our mutual 
defense. Second is the fact that France is carrying a particularly 
heavy burden in connection with the Indochinese war. 

In order that France may be able to do those things which are 
considered essential, not only in her own interests, but in our security 
interests, it seems to us—and the program reflects this judgment— 
that it is necessary for us to assist France in the ways which we have 
described to you. Otherwise the French would not be able to carry 
this burden, and it would be especially critical for us, as well as for 
our whole mutual-defense system in the free world, if the French 
were either substantially to reduce their build-up of strength in 
NATO, or on the other hand, abandon the Indochinese effort. 

Those, fundamentally, are the reasons why we have taken France 
up first in our presentation, and aa we propose that France should 
receive such a very large proportion of the resources which we are 
requesting from the Congress. 

The CuarrMan, Off the record. 

(Discussion off the record.) 
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The Cuairman. Any further testimony? 

Mr. Woop. We are ready to go on with other countries, if the com- 
mittee has the time. 

The CuarrmMan. We will recess now until 10 o’clock tomorrow morn- 
ing, and you can have your witnesses here at 10: 15. 

We are very grateful to all of you. 

(Whereupon, at 4:10 p. m., a recess was taken until 10 a. m., 
Tuesday, May 12, 1953.) 
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TUESDAY, MAY 12, 1953 


UNrIrep Strates SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D. C. 


EXECUTIVE SESSION 


The committee met, pursuant to recess, at 10: 15 a. m. in the Foreign 
Relations Committee room, United States Capitol, Senator Alexan- 
der Wiley (chairman) presiding. 

Present: Senators Wiley, Smith of New Jersey, Ferguson, Know- 
land, George, Gillette, and Mansfield. 

Also present: C. Tyler Wood, Deputy to the Director, Mutual 
Security Agency; Livingston T. Merchant, Assistant Secretary of 
State; D. A. FitzGerald, Deputy to the Director for Mutual Security ; 
and Maj. Gen. George C. Stewart, Director, Office of Military Assist- 
ance, Office of the Secretary of Defense. 

STATEMENT OF C. TYLER WOOD—Resumed 


The CuHatrMANn. The committee will come to order. 

Mr. Woop. Mr. Chairman, you will recall that we finished the story 
on France yesterday. 

We would now prefer, unless the committee has other ideas, to cover 
the United Kingdom and Italy. Following that, we will go on with 
any other countries which the committee might wish to examine; 
then, when you have completed your examination of these countries 
in the European area, we are prepared to go on with the program in 
the Near East in the same general way. 

Would that suit the committee, or would you have some other wish 
in this matter ? 

Weare at your service. 

We will have available the Assistant Secretary for the Near East 
area, and we will be able to go on with the military story there. 

The Cuareman. I think your plan is all right. I would suggest, 
however, if you have exhibits which will place the matter clearly be- 
fore us, then those exhibits should be put into the record so that we 
do not ‘prolong the discussion. I think the exhibits themselves tell 
the story. The one you put in the record yesterday gives the whole 
story as far as the NATO countries are concerned. 

If you can do the same thing with these other countries, it will 
facilitate the hearing and we will get through sometime before 
Christmas. 

Mr. Woop. As a matter of fact, Mr. Chairman, that same table 
contains, on the subsequent pages, the same sort of material on title 
IT, title IIT, and title IV areas; and, if you wish, that whole exhibit 
can be put in the record at an appropriate place in the testimony. 
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You do recall that I emphasized yesterday that these figures are 
secret and would have to be removed before the record is published ; 
but it would be useful, I should think, to have it in the record for 
members of this con.mittee to study. 

The Crarrman. Is this the one you are talking about? 

Mr. Woop. That is the one, the one covering other than military 
end-item aid; and then you had this similar one for the military 
end-item aid. 

Senator Smirn of New Jersey. What is shown on the front page ? 

Mr. Woop. “Department of Defense Statistical Summary,” legal- 
sized, with figures running across the long way. 

Senator Smirn of New Jersey. Just the one page ? 

The CHamran. Off the record. 

(There was discussion off the record.) 

Mr. Woop. Mr. Chairman, I might call the attention of the com- 
mittee to the fact that this set of tables provides the answer to the 
question which was asked yesterday with respect to a comparison 
between the 1953 program and the proposed 1954 program for military 
items. 

The Cuarrman. Wait a minute. We do not have those tables 
before us. Let us get them. 

Senator Smrru of New Jersey. No, we do not have them. 

The Cuarrman. I believe they were delivered here this morning. 

Mr. Wilcox is now searching for them. 


PREPARATION OF THE PROGRAM FOR FISCAL YEAR 1954 


Mr. Woop. While we are waiting, Mr. Chairman, I would like to 
make an apology, together with an explanation, to the committee. 

As you know, and as I think Mr. Stassen and Secret tary Dulles both 

testified, the review of these programs by the new administration took 

a long time, and was very carefully done. Asa result, the final figures 
for the total program were not determined until just a little over a 
week ago, and since then we have been engaged in the lengthy and 
complex process of refining the programs for specific countries. 
I can assure you that the people in the Department of State and other 
agencies have been working day and night, and weekends. I have 
never seen people so tired from the concentrated work they have done 
in order to get these figures ready for you. That explains why we 
have not been able to deliver them 'to you as far in advance as we have 
in previous years 

Senator Frreuson. Colonel, are the military men who are examin- 
ing this familiar with the defense problems over there? 

Mr. Woop. Yes, sir; very much so. 

As General Stewart explained yesterday, and I do not want to speak 
for him except very generally, the military assistance advisory groups 
located in each country are well staffed with competent officers whose 
mission is to find out what the military situation and military re- 
quirements are. 

In addition, in the European area, as General Stewart also ex- 
plained yesterday, we have a central military headquarters under 
General Handy, a deputy to General Ridgway, who pulls together 
the reports and recommendations from the military assistance ad- 
visory groups. Therefore, we do have extremely good information 
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concerning all these questions from our own people located in each 
one of these countries. 

Senator Fercuson. Would you say that the amount of materiel 
here, as you say, required and asked for, is necessary for the men that 
they now have, or will have this year? 

Mr. Woop. I think I had better turn that question, for an authori- 
tative answer, over to General Stewart. 
General Srewarr. Not for this year, sir. 









EXCESS EQUIPMENT 






Senator Frereuson. Is it true that we have more than 4,000 tanks 
stocked at one place in France? 

General Srewarr. Sir? 

Senator Fereuson. Which have no use at all? 

General Stewart. We do not have those in the program, that I 
know of, sir. 

Senator Fercuson. Could you find out? I have been informed that 
there were, at one place, 4,000 tanks. 

Senator Mansrrexvp. Could you give him an idea of where to look 
for them ? 

Senator Frreuson. In the southern part of France. 

General Stewart. I will look into that and get you an answer. 

The Cuarrman. You ought to be able to get someone to leave the 
room and check that at once. I would think that 4,000 tanks are not 
flyspecks. 

Senator Frereuson. We had 69,000 at the close of World War II. 
We lost many of those, and never could find them again. 
Senator Mansrrevp. Are these World War II tanks? 
Senator Frreuson. No; aid tanks. 




















MILITARY PERSONNEL IN NATO COUNTRIES 










Senator Mansrietp. May I ask the General for some information ? 
I would like to have furnished to me, if not the committee, a break- 
down of the number of military personnel in all of the NATO coun- 
tries who are in the military attaché group, the naval attaché group, 
the air attaché group, and the MAAG, from the year 1950 up to the 
present time. 

Senator Fercuson. Ask him to furnish the committee the same in- 
formation for any other groups. I am not sure we have the names 
of all the groups where military personnel are stationed in foreign 
countries. 

Senator Mansrietp. I think that may cover most of them. 

General Stewarr. In Europe? 

Senator MAansrretp. Yes. 

General Stewart. Yes, sir; I will get you that. 

[ have here, and can give you the military assistance advisory groups, 
where they are, the strength, the whole business. That is my side, 
I have that here. 

‘Senator Mansrrevp.I raise this point because yesterday you in- 
dicated that since MSA has gone into operation, you have had a 
tremendous increase in these attaché items. 

General Stewart. Yes, sir. 
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Senator Mansrievp. In France especially, and other countries as 
well. At the same time, you had MAAG groups and I think very 
likely you have a surplus of colonels, brigadier and major generals 
scattered all over Europe, and I want to see just what the picture 
looks like. 

General Stewart. We can get that information. I can give you the 
MAAG side now. 

Senator MansrieLp. If the committee wants it; but I would prefer to 
wait and get all the information. Of course the MAAG group is - d 
primarily to the MSA program; other groups are tied primarily t 
the Embassies. 

General Srewarr. The MAAG group is also in the Embassies, sir, 
under the Ambassadors, who are concerned solely with the aid pro- 
gram. 


INVENTORY CHECKS 


Senator Frrevuson. Mr. Chairman, could I ask another question of 
the general ¢ 

What steps have been taken to go over our inventories in this 
country, or anywhere else that we may have materiel ? 

Phe CHAarRMAN. Military ? 

Senator Fercuson. Yes. What steps have been taken to search ou‘ 
inventories to see whether or not we have sufficient stocks to carry on 
this Mutual Aid Program without making new equipment and 
materiel ? 

General Srewarr. Senator, I would like to illustrate that by telling 
you the procedure in the Army. 

Senator Fereuson. Well, 1 want this information for all services. 

General Stewart. Yes, sir. We follow similar action in the other 
services, the actual procedures are somewhat different, but let me tel! 
you what we do in the Army. 

Once a month there is a committee that is in reality an agency of 
the JCS, consisting of five general officers that meet in the Army and 
every item that is in such a supply position that all worldwide require 
ments, our own and others, that cannot be met, is listed in that book. 
or a book which is about this thick [indicating]. 

There is one page in that book for every item. On that, it shows 
the entire availability of the item in stocks and scheduled to come fron 
production for a period of 3 months. 

Senator Frereuson. I want to know what has been done to survey 
the requirements here with the stock that we might have, so that we 
could use this as 1 defense program instead of setting it up as 2. 

General Stewart. Well, opposite the availability of the item is the 
requirement for the item by our forces and by all the other forces, and 
from that information, which shows the total requirement as of that 
date, and the total availability as of that date, the allocations are made. 

So, to answer your question, in effect, once a month in the Arm) 
this processing is gone through. 

Senator Frrcuson. How much quartermaster materiel is in thi: 
program ¢ 

General Stewart. Very little, sir. 

Senator Frercuson. How many millions? Will you get the figure 
for us? 
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General Stewart. Yes, sir. We have all this, but it comes in a little 
different form from what you ask. 

The CHarrMAN. In other words, as an illustration, if you have an 
inventory of all equipment you ought to be able to testify definitely 
is to Whether or not there are 4,000 tanks in France belonging to us. 

Senator Frrcuson. How many tanks have we shipped to France, or 

ny country in Europe? 

General Srewarr. Yes, sir. 

Senator Frreuson. Get that information, to include all the aid 
programs. 

General Stewart. Yes, sir. I have it right here. I had it on a 
chart yesterday, and showed it to the committee. 

I have it right back here. 

Mr. Woop. I am not sure whether the question you asked about the 
funds we are requesting, and how they will be used, was fully 
answered. 

These funds being requested, as General Stewart explained yester- 
day, are for what are called screened deficiencies, items which are 

lculated to be needed for the supply of forces actually in being, or 
to come in being by the time these goods can be delivered. In some 

ises, as has been explained to the committee, some of the items, espe- 

ially the more complicated airplanes, involve a lead time of 24 to 36 
months, and in those cases funds are requested sufficiently in advance 
so that the items themselves can be teadeegt and be delivered to the 
forces which will require them at the time they require them. We are 
very careful not to request funds, or to make deliveries of items pro- 
duced by those funds, unless the units are actually available and 
ready to use those items when they are delivered. 





LEAD-TIME ITEMS 














There is 





Senator Frrevson. You always get into this lead time. 
26-month lead time on an airplane. 

Do you mean to say that if you wanted a jet fighter it would take 
26 months to get it? 

Mr. Woop. I have been told—General Stewart can answer that 
more authoritatively—that in the case of some of the more compli- 
cated items it takes more than 26 months from the time the order is 
placed until the item can be delivered. 

Senator Frreuson. I know it takes 9 months to place the order. 

One order went over some 250 desks, traveled 10,000 miles, and took 
9 months, 

Isthat what you call lead time ? 

Mr. Woop. If that is the case, and I do not know about it, I under- 
stand Secretary Lovett testified on that subject last year. 

Senator Fereuson. That is right. 

Mr. Woop. That is part of the administrative lead time. Lead time 
is made up, generally, Senator—— 

Senator Frravson. Why do we have that kind of lead time? It 
takes 9 months to place an order, and you are talking about 26 months. 
What is done? 

I understood some of these planes were in production. Why are we 
taking about 26 months for planes that are already in production 
Mr. Woon. I will have to retire on that, in the face of an expert. 
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General Stewart. I have a man from the Air Force that can give 
you a complete briefing on lead time, for instance, on the F-86, ‘and 
he can tell you all the details. I had rather bri ing him down here and 
he can tell you all the details, rather than to attempt to answer that off 
the cuff. 

Senator Frrevson. If planes are in production, I cannot under- 
stand why it takes 26 months lead time to get a plane. 

General Stewarr. You just indicate when you want him, sir, and 
we will have him down here. 

Senator Frreuson. Mr. Chairman, I would like to get that infor- 
mation. It is always complicating matters. 

The Cuarrman. Is it not true that if you have the mechanism ready 
to produce, it does not take 26 months? 

General Stewart. That is correct, sir. 

The Cuamman. But, when you have a new model, you have to work 
out all the details, then get the new machinery ready to produce them? 

Lead time is made up of that preparation and setting up. Isn’t that 
correct ¢ 

General Stewart. Yes, sir. 

The CHairmMan. Once production is begun, they are rolled off one 
after the other. 

General Srewarr. All you have to do, if they are in production, is 
to reorder them in sufficient time so that the contractor can continue 
his subcontracts, his supply of materials, and keep his labor lined up, 
and then you keep the production of planes moving right along. 

Senator Ferauson, These answers are always being complicated by 
long lead time. 

SURPLUS EQUIPMENT 


General Stewart. Now, on tanks, sir—you asked me about tanks 

Senator Frreuson. How many were delivered in Europe, or any 
NATO country ? 

General Stewart. You have changed your question slightly, sir. 
I have it here worldwide. 

About 90 percent went to NATO. 

Now, as to my information on tanks, they have combined tanks 
and combat vehicles, and for France—— 

Senator Frereuson. You can’t do that, and answer my question. 

General Stewart. I can get your answer, sir. I just don’t have it 
right in that form. 

Senator Ferguson. Combat vehicles are an entirely different matter. 

Senator Giuterre. Are these deliveries to foreign forces? 

General Srewart. Yes, sir. 

The Cuatrrman. Between what dates? 

General Stewart. The first shipment was made in April of 1950, 
and this information is as of the 28th of February 1953, this par- 
ticular entry is. 

Mr. Woop. We will put that figure in the record, Senator. 

Senator MANsFIELD. Senator Poetehaies was interested in 4,000 tanks 
which are supposedly in southern France. 

General Stewart. I will be delighted to run them down, but there 
are not 4,000 ending up in storage. 
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Senator Frercuson. I would also like to find out how many tanks 
are used by divisions—tank divisions or tank battalions. I would also 
like to find out how many would be used and how many would be kept 
in reserve. 

General Stewart. Yes, sir. 

Senator Frreuson. I would also like to know how many of them 
you could take into the fields to actually be used by soldiers. 

General Stewart. In the United States? 

Senator Frerauson. No; in Europe. I want to find out whether 
you are equipped over there to use these tanks or whether they are 
stored. 

General Stewart. Right, sir. 

Senator GitteTre. Was the United States to be the source of all 
the tanks mentioned in the program / 

General Srewarr. Yes, sir; the ones I mentioned; yes, sir. They 
are all furnished by the United States. 

Senator Giutetre. Are they all to be contributions by the United 
States ¢ 

General Srewarr. These are our contribution. We buy them. 
Some of these tanks, some 500 of them we are buying from England, 
the Centurion tanks. 

Senator Gitterre. They produc e them, and we buy them ? 

General Srewart. Yes, sir; we are buying them for Holland and 
Denmark, the Centurion tanks. 

Senator Fercuson. Is that not just a means of giving them dollars ? 

General Stewart. It is two things, sir: The tank is a cheaper tank, 
it is acceptable to the recipient countries; and we were very anxious 
to give the United Kingdom some dollars in the form of business. 
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Senator Mansrretp. General, when these tanks are delivered, who 
manufactures the spare parts from then on? 

General Stewart. We. do, sir; in the case of the Centurion, of 
course, the United Kingdom does. 

Senator Mansrieip. Do you not think it would be advisable for the 
recipient countries to manufacture the spare parts after the com- 
pleted item is turned over to them? As I understand it, the real ex- 
pense is a result of the manufacturing of the spare parts and the 
upkeep—not in the expenditure for the original item. 

General Stewart. I would be delighted to answer that question. 
It will take me a few minutes. 

When I was first put on this duty in the Army, I set out to get parts 
manufactured over in Europe, and to buy them for all equipment 
that we are sending over there. I have been completely defeated after 
17 months of work. 

Now, there are a number of reasons why you cannot, on any kind 
of a realistic basis, buy spare parts in Europe for the equipment we 
make in this country. 

Very briefly, those reasons, and I assure you that we have tried 
very hard to whip this one, are: In this country we have a tre- 
mendous system of depots, storage areas, and distribution agencies, 
and thousands of people who h: indle spare parts, spare parts running 
into millions of items. 
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Now, in this MDAP program we have no such setup in Europ: 
to physically and administratively handle this kind of thing. 

! went at this thing a number of ways, and each time it fell down. 

You can physically buy a limited number of spare parts, particularly 
for World War IL trucks in Europe, but when you try to assem bl 
your requirements for 14 countries, strain out of those. requirement 
the stocks held by the United States, both in the United States and 

ibroad, of those particular types of vehicles, and then take the r 
mainder of that list, which runs into hundreds or thousands of parts 
get it manufactured and bought in Europe, and then redistribute 
to 14 countries, you run into two impossible things: You do not ha 
any set up, unless you put thousands of } pe’ yple over there to do th: 
and they can only manufacture a li mited number of them. 

It sounds very fine to talk about spare parts being manufactured, 
but we are chasing the hare instead of the fox. You can’t do it on : 
realistic basis. 

I have arrived at that conclusion after 17 months of frustration, 

and it was most heartbreaking to me. 

When one of the vice presidents of General Motors talked to nx 
and I forget his name, it was about 2 months ago—he said, “Thi 

s simply an impossibility.” We have been trying to get them into it 
The machinery to manufacture these parts comes into being with th« 
manufacture of the item, itself. It still exists in this country, but it 
is utterly fantastic to talk about dismantling that machinery, or buy- 
ing the same kind of machinery and transporting it to Europe and 
setting it up there to make a limited number of these parts, the limited 
number being due to the fact that we have a great stock of the slow 
moving parts at the present time. 

Senator Frreuson. All right, General, I want to know how many 
spare parts you have shipped to Europe for these tanks. 

General Srewarr. Yes, sir; I can tell you. 

Senator Fereuson. I understand that you have shipped a lot more 
parts than you have tanks. 

General Srewart. We ship, with the initial shipment of a new 
item like a tank, 1 year’s spare parts with the item itself. That goes 
as a concurrent spare, 

Senator Frreuson. What percentage is that of the cost of the tank? 

General Stewart. I haven’t got that, 

Senator Frreuson. Can you put that in the record ? 

General Srewart. I can tell you; yes, sir. 

Senator Frreuson. Can you tell us, when you furnish this, how 
many parts of tanks have been shipped over? 

General Srewarr. Yes, sir; I can do that. 


TANKS 


Senator Ferauson. Do these include the British tanks? 

General Stewart. Of the ones delivered; no. It includes, I be- 
lieve, about 40 of those we have delivered. You will have to give 
me a little leeway on that number. We have begun the deliveries of 
the Centurion tanks, but the vast majority of these things are our 
own. The total requirement, or the total proposed does include the 
British tanks. 

Senator Ferauson. How many British tanks? 
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General Stewarr. It is in another book, and if you will allow me 
a little time, I can tell you. 

Senator Frereuson. I would like to have the figure of how many 
tanks there are in the United States that aren’t in working order. 

General Stewart. Yes, sir. 

Senator Fercuson. That have not been perfected. 

General Stewart. Yes, sir. 

Senator Mansrrevp. Are they made in Detroit? 

Senator Freravuson. Yes; and they are standing out there. 

We can’t find storage space. I guess we will have to use Texas. 

General Stewart. We have 618 Centurions in the program. 

Senator Frrauson. Six hundred and eighteen ? 

General Srewart. Yes, sir. 

Senator Fercuson. And about 40 delivered ? 

General Stewart. That is my memory, sir. 

Senator Mansrievp. I think it should be stated that these tanks 
are not General Stewart’s responsibility. 

Senator Frrcuson. I am not criticizing any one person. 


EUROPE 


The Cuatrman. We can go back and insert into the record the mate- 
rial from these so-called secret documents that will give us the picture. 

You will remember that yesterday we put into the record the total 
of $4,024,523,000 overall. We showed figures for title I as follows: 

Total: $2,497,089,870. 

For packing, crating, handling, and transportation: $159,390,000. 

For total training: $107,298,700. 

For total materiel: $1,919,797,170. 

Then under “Materiel, military departments,” we had the following 
breakdown : 

Army: $800,400,000. 

Navy: $352,400,000. 

Air Force: $766,997,170. 


NEAR EAST AND AFRICA 


Now we can go to the next sheet, which is title II. Will you give 
us the totals that can be made public. 

General Srewart. Yes, sir. 

For title II, on the second sheet, the total for packing, handling, 
crating, and transportation, total training and total materiel is 
$425,812,637. 

The CHatrmMan. That total is the amount that is furnished to 
Greece, Iran, Turkey, and Middle East countries for packing, crating, 
handling, and transportation. 

General Stewart. Yes, sir. 

Senator Fercuson. May I ask where he found that figure? Is that 
the addition of something ? 

General Srewart. No, sir; it is right on the sheet. 

Senator Frreuson. All right. 

The CuarrMan. The materiel for those countries is what? 

General Stewart. $280,065,867 for materiel. 

The CuHarrman. Wait a minute now. I have it wrong here. 
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All right, put it in your own way, so anyone who reads this can 
understand it. Did I get the right figure before ? 

General Stewart. Yes, sir. You had the right figures for title I. 

The Cuatman. I think I used the wrong figure before. 

The total on title I is $425,812,637; for packing, crating, handling, 
and transportation, $28,400,000; for total training, $16,806,707; for 
total materiel, $280,605,867. These figures are for the countries here 
tofore mentioned. 

For the military departments: Army, $214 million; Navy, $16,200, 
000; Air Force, $23,405,867. 


ASIA AND THE PACIFIC 


Now we can go to title III, which represents the following countries : 
Indochina, Indonesia, Japan, Korea, National Government of the Re 
public of China, Philippines, Thailand, Formosa. The total is $1, 
081,603,493. It is broken down in the following ways: For packing, 
handling, crating, and transportation, $67,748,157; for training, $22, 
527,750; for total materiel, $992,058,191. The military departments 
are broken down as follows: Army, $696 million; Navy, $64,831,000 ; 
Air Force, $230,227,191. 

We have had titles I, Ll, and III. Now, we shall take up IV. | 
thought we would get these in and then come back to the individual 
countries. This is information that will remain in the record. When 
we get it divided up specifically, the secret information wil] have to 
be taken out. 


TITLE IV 


Title IV includes the countries of Brazil, Chile, Colombia, Cuba, 
Dominican Republic, Ecuador, Peru, and Uruguay. The total is $20 
million. It is broken down in the following way: for packing, han 
dling, crating, and transportation, $1,026,972; for total training, 
$3,391,720; and for total materiel, $15,401,308. 

The military departments are broken down as follows: Army $2 
million; Navy $6 million; and Air Force, $7,401,308. 

Is there any other subdivision there? 

Senator Gitterre. Was the aid that was envisioned in this particu 
lar bill before us for Laos and Cambodia—the $400 million included 
in that sum designated for Indochina? 

General Srewarr. No, sir. This is military end items. 

Mr. Woop. That is in the mutual defense financing chapter of the 
proposed bill, Senator Gillette. 

Senator Grtterre. Very well. 


SECURITY INFORMATION 


Mr. Woop. This is fully in the record yesterday. I will be glad to 
discuss it further. 

May I just point out one error. 

Senator Frereuson. Will it be printed in the record of yesterday ! 

Mr. Woop. It will not be printed in the record as finally published. 
It will be in the record which I gather is distributed among the mem- 
bers of this committee before it is edited. 

This is a very sensitive and secret matter. 
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The Cuarrman, It is kept in the committee. 

Mr. Woop. It is kept in the committee and I take it the record 
available and can be obtained in its unedited form by all members 
of the committee. ‘ 

Senator Knownanp. Is the Mutual Security Agency advocating the 
policy y that there be no disclosure on the floor of the Senate as to the 
amounts which are to be allocated to these various countries ¢ 

Mr. Woop. Yes, Senator Knowland. The amounts in total for each 
title are made public, as they have been in the past. There are rather 
serious security considerations in the figures country by country. The 
Defense Department, after careful consideration, has said that mak- 
ing those public at all would give information to the enemy concerning 
our plans which it would not be in our national interest to disclose. 

Senator Know anv. I think we will run into some very serious 
problems on the floor of the Senate in trying to get Senators to buy a 
pig in a poke. 

After all, this is money coming out of the funds of the United 
States Treasury at a time when it is being financed by borrowed 
money, and I think that some consideration and a future review will 
have to be made. Frankly, I think that the Members of Congress 
ire entitled to know where these funds are going. 

Mr. Woop. This is a most serious dilemma, as you know, Senator 
Knowland. We do, and wish to, make available to the members of this 
committee and others qualified people on a confidential basis the 
fullest information. That is why we have laid this table before you. 

Senator Knowtanp. But there are 81 other United States Senators 


who have just as much responsibility as we have. While I can under- 
stand how information as to whether the funds were going to be 


spent for the planes or tanks or guns, and so forth, could be with- 
held and would be properly eee this theory of withholk ling 


even the allocation of funds is going to run into some very serious 
troubles. , 

I merely mention that in view of my own responsibility here. 

Mr. Woop. I am sure that is true, Senator Knowland. 

The CHarrMan. We brought that out yesterday. 

Mr. Woop. The problem is: If you show the amount of funds that 
you will put into equipment for a given country, it discloses to the 
enemy something about your military plans. 


LUMP SUMS 


Senator Kwow.anp. When we discuss the budget of the armed 
services for our own country and we tell what we are going to appro- 
priate to the Army, the Navy, and the Air Force, that discloses some- 
thing to the enemy. However, I do not think either the country or 
the Congress would stand for putting it in one lump amount, without 
the citizens knowing where the money is going. 

[ think it isa very practical problem you have. 

Mr. Woop. We do indicate, Senator, of course, the amounts by areas. 
We can talk about the amount of military aid that is going to NATO 
or the Near East. 

Senator Knowianp. The Congress has the responsibility for con- 
trolling the purse strings, and we would not surrender to the De- 
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partment of Defense a lump sum of money without knowing hx 
it was to be spent. 

I do not think it will be done in this case. 

Senator Ferguson. It seems to me we are getting very careless wit 
millions and millions of dollars. 

Mr. Woop. Perhaps it would be well for me to cover, not as full 
as | did yesterday, the background of this item. 

Senator Frrcuson. I do not want you to repeat it. I will read 
in the record. 

Senator Guterre. I want to express once more my very great co! 
cern over this system of delegating a lump sum of money to an ex 
ecutive agency and thereby negating our responsibility as a legislatiy 
body holding the purse strings. 

I am strongly opposed to it, but I do not want to get up on the floo: 
and make an issue of it there. However, I feel that it is necessary 
There is more and more pressure being applied by your saying, 
“The President and his advisers are not going to misuse this money.” 

This is the people’s money. Senator Knowland just said there are 
96 Senators here, but there are 160 million American people whose 
money we are spending and, speaking personally, I cannot support 
this system. 

Mr. Woop. Senator, I think if you do read the record, that you wil! 
find that the purpose of handling this item in the way proposed is not 
to ask the Congress or the American people for a sum of money for 
something undisclosed or undescribed to this committee. 


WASHINGTON POST EDITORIAL ON INDOCHINA 


Senator Guerre. Mr. Chairman, I do not want to add to your diffi 
culty, and I naturally know that the overall policy wasn’t determined 
by you alone. However, I have before me the editorial in the Wash 
ington Post this morning, which reads as follows: 


The odor coming from Indochina which has assailed this newspaper’s nostrils 
since 1945 is now describable in specific terms. It is the odor of corruption 
Travelers’ tales are now verified ; under-the-table confidences on the part of minor 
officials are now confirmed; a situation which is completely alien to the experience 
of the American taxpayer who is expected to pay the bill with either his savings 
or the life of his son is seen to conform to the old French saying, “the more it 
changes, the more it is the same thing.” In the Far East we need, to be sure, 
firmness, but we need a sense of the realities which are now exposed about 
Indochina. 

J. J. Servan-Schreiber seems to have been the first journalist in France to draw 
back the curtain hiding the malodorous facts from the French and American 
people. He wrote his piece in Le Monde of Paris 2 weeks ago. The war i! 
Indochina, he said, had become a racket. In support of this charge he compiled 
a formidable bill of particulars, and some ugly conclusions emerged. Speculators 
in France and Indochina were making fortunes out of the war. Some of the 
officers and politicians in cahoots with the speculators were like the China lobby, 
anxious to keep the war going till the United States and Soviet Russia had be- 
come formally embroiled. Then, of course, the exposé wound up with the ob, 
so familiar complaint that the Communists in Indochina were getting their arms 
indirectly from the United States as well as from Communist China. 

The stories by the French writer, whose work is known, incidentally, to readers 
of this newspaper, seem to have opened a floodgate of revelations.: The As 
sociated Press can’t keep track of them. Some of them, notably the report of 
disgraceful conduct by a French general in traffiicking with the Communist 
enemy, are apparently too hot to be given public circulation. At any rate, the lid 
is off, and the government in Paris has taken precipitate steps at least to stop 
the jobbery in Indochinese currency which was putting millions of dollars into 
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the pockets of the speculators. The black market has been shut down by the 
simple expedient of devaluing the piaster and stabilizing the exchanges. 

This is what the scalpers who are now dominating congressional investigation 
should look into, if they have the true interests of the United States at heart. 
The expose seems to have all the worst aspects of the China story, and then 
some. The French magazine L’Observateur says that prior to currency stabiliza- 
tion, the dollars bought in Paris with the smuggled overvalued piasters were 
“for the most part, bought by agents of the Vietminh Government, which uses 
them to buy the arms and munitions they need.” The magazine estimates that 
40 battalions armed by the Vietminh between July 1949 and September 1950 
were paid for by France through the illegal currency swaps. How reliable all 
this is, we don’t know; for the curtain holders on both sides of the Atlantic are 
bolstered up with all manner of secrecy and security regulations. 

No wonder, however, that Indochina—perhaps Thailand, too—is as soft as 
putty. Knowing this, as well as the corruption as now revealed, the admin- 
istration may now bestir itself. Hitherto our policymakers have not been able 
to see straight because of the myopia induced by the anti-Communist hunt. 
Even while these scandals were coming out in France, Secretary Dulles was 
publicly oblivous of them. He was demanding of the somewhat shamefaced 
Canadians that they insert a couple of sentences about Laos in the joint com- 
muniques of last week, intended, of course, to frighten the Congress into an 
unquestioning attitude on far eastern aid. 

Mr. Woon. I saw that editorial, Senator. 

Senator Gitietre. That illustrates the great concern that some of 
us have. It also illustrates the possibility that these things can end 
soon when the control of an appropriation is allowed to pass from the 
hands of the Congress, or when the appropriation has been made in 
such general terms that the one who is administering it has almost 
complete authority—within certain specific limits—to utilize that 
fund for the ultimate purpose that is laid down. 

It is a relatively trivial matter, but I get—and I presume every 
Senator does—a large number of inquiries asking, where did General 
Clark get the $100,000 he is offering as a prize to bring in a plane; 
also, the $50,000 for the succeeding one. It doesn’t come out of 
General Clark’s pocket. Where does it come from? Who handles 
that fund and where do they get it? 

The people who are paying the bill ask us. It is for those reasons 
that I am indeed reluctant to continue appropriating money in general 
terms for general purposes for someone to play with. 


INDOCHINA 


Senator Mansrretp. I am somewhat disturbed when I read an edi- 
torial such as was read here this morning. I have been more than 
ordinarily interested in Indochina and in authorizing aid to this coun- 
try during the past 3 years because I realize it is significant to the 
freedom of all of us. 

How does it happen that a newspaper gets all this information and 
we never know a thing about it—except that once in a while we hear 
a rumor? Why shouldn’t we be kept informed about these things? 

I have heard rumors about this Austrian matter, but I have no 
definite information. Now we are getting some information about 
Indochina and probably other countries. 

I think we ought to be furnished with reports so that we may know 
what is going on. It would help us to arrive at a better decision. 

Mr. Woop. The problem of speculation in Indochina as a result of 
the overvaluation of the currency is one that has been discussed quite 
generally with this committee in the past. 
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Senator Mansrietp. It is mentioned here that a general was carry- 
ing on negotiations, in this money black market, w ith the Communists 
whom he was supposedly fighting. 

Mr. Woop. I do not know about that. 

(Discussion off the record.) 


TRANSFERABILITY OF FUNDS 


Mr. Woop. May I remind you of a fact which has been brought out 

1 previous years, but which has perhaps not been brought out so 
lenis this year, that these country-by-country figures, with respect 
to all types of programs—military end item and tr aining, defense 
financing, etc.—have always been, and for a very good reason, pre 
sented to these committees as illustrative. I think the committee has 
understood in the past that conditions may change after the program 
is presented to it, and that what we are doing here is making a fore 
cast, based on present conditions, as to the likely nature of our pro 
grams for the year starting on the Ist of July. Conditions may 
change, so it may well be that we will reduce the present illustrative 
figure for one country and find it necessary to add to the figure for 
another country, when something unforeseen has developed. 

So we have always asked the committees not to legislate a hard and 
fast figure for each country into law, but rather, instead, to develop 
legislation with a figure for each area. 

Senator Know.anp. Mr. Chairman, you have precisely the same 
type of a situation on your civil fune tions appropriations bill. The 
appropr iation is made in fairly large blocks, but there is a disclosure 
to the Congress that project A, B, C, and so forth, are coming up, and 
these projects are justified, as the figures for each country should be 
justified. 

If the engineers determine, because of changed conditions, that the y 
cannot go ahead with a project, they are not necessarily bound by the 
precise figures. They appear before the Appropriations Committee 
and make a disclosure in that case before there is an appropriation of 
the funds. 

[f we are to approve X number of dollars for 1 country based on 
your recommendations and representations, I do a think there should 
be a major shift in 1 item or an elimination of that item without the 
Congress being advised of it. 


NOTIFICATION OF CONGRESSIONAL COMMITTEES 


Mr. Woop. Senator, as you know, the law requires, if we take ad- 
vantage of the provision that permits us to transfer funds from 
one area to another, that the President inform the chairman of this 
committee and the chairman of the Armed Services Committee when 
he does so. It has not been deemed feasible in the past, although 
we will of course do whatever the Congress tells us to do, to inform 
the committees about every small shift that takes place in the pro- 
gram. For example, we may find the British defense program is 
coming along faster than the Netherlands program, and we may, 
therefore want, within the European title, to vary the amount of funds 
for these two countries as originally projected and supply somewhat 
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more materiel to the British and somewhat less to the Netherlands, 
than initially planned. 

There are many, many such shifts that naturally and properly do 
take place as the year goes on and changes occur. 

Of course, we a report at the end of the year, or when we ask for 
an appropriation for the coming year, exactly what changes have 
taken place, at least in terms of the final figures for each country. 

It would be almost impossible to have a set figure which we couldn’t 
change as between countries in the same area 

Senator Gruerre. Mr. Chairman, Colonel Wood will recall that 
1 had my neck out pretty far on this transferability of funds when 
we had this bill up last year. 

Mr. Woon. I recall that poignantly. 

Senator Grutetre. I was sure you did. You came to my office try- 
ing to convince me. You quieted me, although you did not convince 
me. 

The same provision was in last year’s bill. Will the provisions 
in the present act, relative to transferability of funds up to a certain 
percentage between areas and uses, still be applicable if we pass this 
present bill? 

Mr. Woop. Yes, sir. We are requesting the same authority. 

Senator Gritetre. As an example could the $400 million that is 
requested for Laos and Cambodia be augmented by a percentage from 
other funds? 

Mr. Woop. It could, sir. 

Senator Gruterre. Under the law? 

Mr. Woop. Yes, sir. 

Senator Gmterre. That is all, Mr. Chairman. 

The Cuatrman. What particular matter do you want to discuss 
at this time ? 

Mr. Woop. Mr. Chairman, I had thought the committee might wish 
to have a brief summary of the program of military end items for 
the United Kingdom, possibly for Italy, including a statement as to 
the amount which we are requesting for each country, in terms of both 
dollars and the major items of materiel, and a description of the 
number of divistons and military plans for each. If not, we can take 
up some other subject. 


INDOCHINA 


Senator Knowianp. Mr. Chairman, if he wants to proceed on that 
basis, it is all right. If it has not already been covered in the record, 
however, I would like a full disclosure as to just what negotiations 
we had with the French in setting up an adequate supervision and 
raining program for these forces in Indochina. 

As the chairman will remember, yesterday I brought up this ques 
tion of Indochina. It appears that, through the reluct: ance of the 
French, we do not have an opportunity to properly supervise these 
forces. 

That is a great deal of money and a great deal of end items to be 
authorized for Indochina without adequate supervision of it. I would 
like to know, because I am quite sure some of our own responsible 
officials recommended that there should be a closer relationship with 
the native governments and the French, for reasons which I can 
understand, have resisted it. 
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I think we ought to know the full story and my own observation is 
that you could accomplish this easier before rather than after you 
turn over all this equipment and money. 

Mr. Woop. Senator Knowland, we will come to that when we dis 
cuss title III. We will go into that question thoroughly with you. 

As was testified here yesterday, the bilateral agreement governing 
this assistance contains a clause whereby we have the right to see that 
this aid is properly used. That is true in the case of our bilateral 
agreements with all the countries to whom we are rendering this 
assistance. 

For instance, in our bilateral agreement concerning Indochina there 
is this clause: 

With respect to aid received from the United States of America, each State 
shall designate a number of representatives of the high military committee and 
authorize such a person to receive from the Government of the United States of 
America the title to materiel received. Each State shall, as the need exists, 
provide for such extensions of that authority as may be necessary to insure the 
most efficient reception, distribution and maintenance of such equipment and 
materials as are furnished by the United States of America. 

As you have pointed out, there has been a problem in that area 
since the French are the people who are actually carrying on this war. 
Therefore, we have made our deliveries so far to the French for use by 
their own troops and also for distribution by them to some of the 
native troops. 

That does put us one step removed from the question of the use of 
this materiel as compared with where we stand, let us say, in Metro- 
politan France or in the United Kingdom. 

This is a situation which does, as General Stewart indicated yester- 
day, lead in some respects to a less effective supervision of the use of 
the materiel in the field in battle. We must, I think, review and look 
into this situation further and see how it can be improved, particu- 
larly if the Congress does grant us the funds that we are requesting 
for the pur pose of really giving a fillip and lift to the development of 
the fighting units nifoed from the local indigenous population. 

The Cuarman. I did not understand Senator Knowland to mean, 
that we put any troops in, but rather that we ought to have a crew 
that can go in, with the consent of the French, and possibly assist in 
the training, in handling the materiel, and whatever i is needed. 

The French certainly “ought not to complain if we insist on having 
someone to see that there is efficiency when we are spending this 
amount of money. 

Is that what you had in mind? 

Senator Knowtanp. That is correct. 

Mr. Woop. We have a military assistance advisory group under a 
major general in Indochina today. 

The problem is that they are dealing with, and making the equip- 
ment available to, the French, and under these circumstances they 
are not going out into the field to the same extent our people do in 
other areas to observe the actual use of the equipment. 

Mr. Martin, are you prepared to say anything on that? 

Mr. Martin. I would like to add one point, to call attention to the 
fact that this agreement which you read an except from is not a 
bilateral agreement with the F ae but is a quadrilateral agree- 
ment with the French, the Cambodians, the Laos and the Vietnam 
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covernment, so there are all equally committed with regard to in- 
spection. 

I have this question I want to ask you. Do we now have all the 

ports which the evaluation teams have made on the MSA program 

broad ? 

Mr. Woop. I think they have all been sent up here except possibly, 
Senator, the overall report, which I believe is due up here in the next 
day or so. The reports on every one of the countries by the country 

‘ams have already been made available, and I believe the overall 

renal made by Mr. Clarence Francis, which is a very brief report, is 
due up here today or tomorrow. That will comp'>te the whole list. 

The Cuarrman. How would you suggest we proceed so as to facili- 
tate these hearings? 

Mr. Woop. Mr. Chairman, if you do want to hear a summary of the 
programs and some of the det: uils with respect to some of the other 
European countries, we can present them. If you do not, if you want 
to go on to a general consideration of the political, military, and eco- 
nomic situation in the near eastern area, we can just omit the de- 
tailed country-by -country discussion of the other ee countries. 

As you will recall, we have covered only France in detail, although 
there was a little discussion of the other-than-military-end-item aid 
planned for the United Kingdom yesterday. 

We are at the service of the committee and will proceed in either 
of those two ways, whichever you think will be better. 

The Cuarrman. If you can hurry along and give us Britain and 
give us Italy, we will carry on until 12:30, and then, if it is con- 
venient, we will recess until 2 o'clock. 

(Diseussion off the record.) 


PERSONNEL STRENGTH—MSA EUROPE 


Senator Mansrievtp. I would like for General Stewart, in addition 
to the information I requested specifically, to furnish the committee 
the amount of the military personnel attached to the office of the SRE 
procurement teams and any other related military personnel, such as 
the Monument Commission, the Graves Registration Bureau, the 
Procurement Teams, and the Joint Reconstruction Agency. 

I would like to ask Colonel Wood if we could be furnished a break- 
down of the personnel in SRE and in the different countries on a 
month-by-month basis from last July down to the present time. 

Mr. Woop. You are asking now, Senator Mansfield, I take it, just 
for those personnel who are with the MSA part of the operation ¢ 

Senator Mansrrevp. That is right. 

Mr. Woop. Not including the military people in SRE? 

Senator Mansrietp. Exclusive of militar y, because General Stewart 
will furnish that. I am interested in civilian personnel, both Ameri- 
( an and native, on a month-by-month basis for each country, and for 

he SRE office in Paris. 

Mr. Woop. We will be giad to do that. 
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of employee by source of funds (June 30, 1952, and each month thereafte) 
through Apr. 30, 1953 


Type 


1952 


JUNE 30, 


fare ¢ } 
United States nationals 2 Foreign national 








Total ! employees 3 For 
employ- rE ere eee ees ee 1 STs nt 2 i eign ¢ 
ees paid natior 
from Regular employees employ 
Post U.S os cee Admin-| TA lees p 
Gov- istra- pro- fror 
ern- Total |Admin-| TA Battle | Total tive gram | foreig 
ment istra- pro- Act funds | funds |count 
funds tive gram | funds fund 
funds | funds | | 
SRE 1, 156 473 427 45 1 683 631 52 
Austria 153 44 37 7 109 109 
Belgium 45 22 16 6 23 23 
Denmark 62 25 23 2 37 36 1 i 
France 229 86 72 14 143 143 [ 
Germany 124 52 50 2 72 68 4 | 
Greece 658 164 27 137 494 5171 323 (6 ' 
Iceland y 4 3 1 5 5 i 
Italy 239 72 57 15 167 164 3 
Netherlands 77 29 25 4 48 48 
Norway a 38 14 13 1 24 24 
Portugal 40 19 15 4 21 17 4 
Spain y 3 3 6 6 
Switzerland 1 2 2 2 2 
Turkey ite 147 56 28 28 91 91 
United Kingdom 118 48 41 7 70 70 
Yugoslavia 25 15 15 10 10 
Grand total 3,133 | 1,128 854 273 1/ 2,005] 1,618 387 
JULY 31, 1952 
SRI 1, 204 474 415 7 2 730 679 l 
Austria 152 44 37 7 108 108 
Belgium 1 22 16 6 24 24 
Denmark 62 25 23 2 37 36 l 
France 226 85 ov 16 141 141 
Crermany 12 5S 55 , 71 66 
Creer 644 161 27 134 483 $171 312 $ 
Iceland y ' } 1 5 
Italy 241 72 6 17 169 165 4 
Netherlands 79 29 25 $ 50 50 
Norway 38 1 14 l 23 2 
Portugal 7 16 12 4 21 17 4 
Spain 12 Hi ’ 7 7 
Switzerland 4 2 2 2 2 
Purkey 148 55 2s 27 93 93 ‘ 
te Kingdom 118 47 41 6 71 71 
Y oslavia 2t 15 15 11 I l 
Grand t 1,129 342 285 2 2, 046 1, 668 78 
AUG, 31, 1952 
RI 213 470 398 1 1 743 69 ) 
I Jol 14 36 8 107 107 
I I it 22 15 7 24 24 
f 24 20) 1 so Ss l 
t 222 4 66 If 14 14 
147 65 61 4 82 06 lt 
ee 648 159 28 131 iX4 171 ] 
i ‘ 4 4 } l 5 
Italy 243 70 2 18 17 16 10 
Netherland 5 28 24 4 47 17 
Norway) 7 14 13 l 23 23 
I u 37 16 12 4 21 17 4 
St n 11 5 5 6 6 
Switzerland 4 2 2 2 2 
irkey 147 27 28 92 92 
United Kingdom 118 49 42 7 69 69 
Yugoslavia 28 17 i 2 ll 10 l 
Grand total 3, 194 1, 126 819 306 1 2, O68 1, 67 Y 


Footnotes at ¢ 


nd of table. 
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rype of employee by source of funds (June 30, 1952, and each month thereafter 











iftey through Apr. 30, 1953)—Continued 
SEPT. 30, 1952 
, = " . Foreign national 
Total ! United States nationals ? employees 3 For- 
For employ-|__._ Ni tai dl : eign 4 
ign 4 ees paid national 
tior from Regular employees employ- 
208 J ; es rAd 
plop Post » hy ideal at oes Admin-| TA s 5 - i 
ror ern- | Total |Admin-} TA | party, | Total — pro- | foreign 
reig ment istra- pro- _— uve | Sram country 
; Act funds funds 7 ; 
int funds | tive gram 2 J funds 
ind funds | funds | [24s 
25 f 1, 242 470 377 91 2 772 717 5: 
tria 150 41 29 12 109 109 
ulm 43 18 12 6 25 25 
ark 59 21 18 | 3 38 37 l 
ce 219 78 59 19 141 141 
any 137 63 56 7 74 64 10 
' ce 614 136 25 111 478 $171 307 (8) 
6 i and 8 3 2 1 5 5 g 
i ' 252 76 48 28 176 165 il 
: erlands 72 25 22 3 47 47 
way 37 14 il 3 23 23 
igal 34 13 9 + 21 17 4 
Loni il 5 5 6 th 
tzerland 3 1 1 2 2 
| rkey b 144 53 24 29 91 91 10 
i ted Kingdom -.. 114 44 38 6 70 70 
| slavia 28 16 14 2 112 li 1 
Grand total....... 3, 167 1,077 750 325 2 2,090 1, 701 389 10 
OCT. 31, 1952 
- 1 482 379 101 2 800 733 67 
ia 40 28 12 112 112 
PR ciceon 22 14 8 23 23 
mark 57 20 17 3 37 36 1 
ce 223 77 59 18 146 146 
any. 14z 67 57 10 75 63 12 
ece 589 132 23 109 457 § 168 289 @ 
id 8 3 2 l 5 5 
258 8O 46 34 178 170 s 
erlands 77 29 24 5 48 $8 
way ‘ 32 14 10 4 18 18 
tugal 31 ll 7 4 20 15 
ir ll 5 5 6 6 
zerland 3 l l 2 2 
; irkey 138 51 23 28 87 87 10 
ited Kingdom 109 43 37 6 66 66 
slavia 32 17 15 2 15 14 l 
Grand total .-| 3,189 1, 094 | 747 345 2 2, 095 1,712 383 10 
NOV. 30, 1952 
SRE . ‘ on ‘ 1,313 496 386 107 3 817 748 69 . 
Austri®....<. 156 42 29 12 1 114 114 
lgium s 44 21 13 ie dae 23 23 
Denmark. -- ‘s 58 20 17 3 |... 38 36 2 
GB nsand 225 80 60 20 145 145 
rermany... 140 64 54 10 76 63 13 
Greece bn i a 562 128 26 102 rs 434 5170 264 (6 
land... " 8 3 2 1 5 5 
aly 259 80 47 33 179 167 12 
therlands. . 78 28 23 5 50 50 
Norway 32 14 | 10 4 18 18 |.. 2 
rtugal 30 il 7 4 19 14 5 5 
an anv gue 11 5 5 6 6 
witzerland_....... 3 1 1 2 2 
irkey_.. ‘ 145 53 26 27 92 92 10 
iited Kingdom - - 114 44 37 7 70 70 % 
igoslavia a 33 17 5 2 16 15 1 
Grand total_....... 3, 211 1, 107 758 345 4 2,104 1, 738 366 10 


Footnotes at end of table. 
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France 
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Greece 
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SRE 
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France... 
Germany 

Greece 

Iceland 
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Netherlands. . 
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Portugal 
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Turkey 

United Kingdom 
Yugoslavia 
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employ 
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DEC, 31, 1952 





United States nationals 2 


Foreign natior 
employees 3 


from Regular employees | 
U.8. 
| Gev- | Admin- 
ern- Total |Admin-| TA | patti, | Total — 
ment | istra- pro- Act funds 
funds |} tive gram | fonds 
funds | funds : 
} 1,345 | 506 396 106 4 | 839 768 
| 155 | 41} 29 | 11 j 114 103 
43 19 12 | 7 24 22 
| 59 19 | 16 | 3 40 38 
228 80 60 20 148 139 
142 64 55 y 78 63 
| 533 128 47 | 81 405 5 161 
| 8 3 | 2 | l 5 5 
| 260 78 46 32 182 165 
| 77 27 | 22 | 5 50 49 
33 14 | 11 | 3 19 19 
28 10 6 4 18 13 
ll 5 5 6 6 
| 3 1 1 2 2 
| 144 57 25 87 80 
117 46 39 71 70 
| 32 16 14 16 15 
3, 218 1,114 786 | 5 2, 104 1,718 
JAN, 31, 1953 
1, 356 503 398 | 101 | 4 853 779 
155 41; 27] 13] 1} 114 103 
44 20 | 13 7 | 24 22 
59 19 | 16 3 40 37 
224 82 €0 22 142 | 33 
145 65 54 ll 80 65 
537 27 | 49 78 410 168 
9 3 2 | 1 | 6 6 
258 74 | 16 28 | 184 166 
77 28 23 5 49 48 
34 12 y 3 22 15 
27 ll 7 | 4 16 10 
12 6 6 6 | 6 
3 1 | 1 2 2 
159 64 26 38 95 87 | 
116 44 37 7 72 71 
39 7 |} 15 2 22 21 
3, 254 1,117 789 323 5 2. 137 1, 739 
| 
FEB. 28, 1953 
494 390 99 5 850 775 
#1 27 13 1 ll 101 
22 15 7 z 21 
8 20 17 } 8 36 
22 3 60 2. 140 132 
14 66 54 12 79 64 
542 125 47 78 417 262 
9 3 2 l 6 6 
258 | 73 | 45 28 185 165 
78 29 23 6 49 18 
2 12 9 3 20 14 
28 10 6 4 18 12 
| 12 6 | 6 6 6 
} 1 1 2 2 
155 66 26 40 89 81 
116 | 46 | 39 7 0 69 
49 17 15 2 2 31 
3, 251 1, 114 82 326 6 2, 137 1, 825 


Footnotes at end of table. 
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Type of employee by source of funds (June 30, 1952, and each month thereafter 
through Apr. 30, 1953 )—Continued 


MAR. 31, 1953 


Foreign national 















gh he is J 
Total 1 | United Staces nationals ? employees 3 Fore 
employ eign 4 
ees paid national 
from Regular employees emrloy- 
Post U.S. hawin ra |ees paid 
Gov- ee y = 4 istra- pro- from 
ern- Total | Admin- rA Battlh Total ea sear, | LOreign 
ment istra- pro- Act fun Bae De ed ,, jcountry 
y ry ‘ ‘ ‘ . 
funds tive gram funds funds 
funds | funds Perr 
SRE Ra 489 387 06 6 R33 761 72 
Austria 157 42 28 13 l 115 103 12 
Belgium .. ‘ 46 23 16 7 23 21 2 
Denmark. . 58 20 17 3 38 36 2 
France 220 SO 58 22 140 132 - 
Germany 142 64 52 12 78 62 16 
Greece... 542 126 47 79 416 261 1 16 
celand . .. . 10 4 3 l 6 
Italy 7 253 72 44 28 181 161 20 
Netherlands 76 27 21 ¢ 49 45 { 
Norway... 31 il S 3 20 14 t 
Portugal_. 26 10 6 $ 16 11 
Spain 13 7 7 6 6 
rerland ?_. 
lurkey ‘ 155 67 26 41 8S 80 8 14 
United Kingdom 114 46 39 7 68 67 l 
Yugoslavia 52 18 16 2 34 33 l 
Grand total... 3, 217 1, 106 775 324 7 2, 111 1, 799 12 60 
APR. 30, 1953 
SRE 1, 266 477 379 93 5 789 727 62 
Austria 158 2 28 13 ] 116 104 12 
Belgium . Sand 45 | 22 15 7 23 21 2 
D ark... : pie 58 20 17 3 38 36 2 
PremG.. tae dlbcaheu Lol 216 78 56 22 138 130 
Germany a oe 140 64 51 12 ] 76 61 l 
Greece ; Batak 538 125 48 77 413 259 154 46 
Iceland wt — 10 4 3} | 6 ( 
Italy 251 71 42 28 1 180 159 2 
Netherlands . 69 25 19 ¢ 44 40) t 
Norway 31 12 9 3 19 12 7 
Portugal 22 10 6 4 12 8 4 
Spain 13 7 7 6 6 
lurkey 6 156 69 27 42 87 79 \ 14 
United Kingdom. ........- 114 45 38 7 69 68 I 
Yugoslavia _ - ; 52 18 16 2 34 33 l 
Grand total_... .| 3,139 1, 089 761 320 8 2 050 1, 749 301 | 60 
Includes appropriated dollar funds and United States portion of local currency counterp funds 
? Includes all MSA employees except consultants and excludes reimbursable details and personal services 
d from other U. S. Government ageneie 


‘ Local employees hired overseas by MSA and paid in local currency from the United States portion of 
interpart funds. 


‘ Local employees hired overseas by MSA but not paid from U. 8. Government funds These employees 
i from local currency trust funds (Account No. 68 T891) supplied by the participating countries 
rt of their contribution toward local expenses for the tech il assistance program 


: Estimated. 

Incomplete 

Swiss mission closed Mar. 15, 1953. 

General Stewart. May I clarify what you want from me, Senator 
Mansfield ¢ 

Senator MansFre.p. Yes, sir. 

General Srewarr. You want a list of all military personnel in 
Europe except those connected with our own forces over there. 
Senator MAnsFiE.b. Right. 
General Srewarr. Right, sir. 
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MILITARY END ITEM AND TRAINING PROGRAM IN BRITAIN 


Mr. Woop. Mr. Chairman, I will call on General Stewart, if I may, 
to give you a sketch of the end item and training program in Britain. 

The Cuarrman. All right. 

General Stewart. In Britain, sir, the funds we are asking for will 
provide the United States contributi ion toward the equipping of addi- 
tional divisions, additional combat support battalions of various kinds, 
the build-up of the ammunition for these units and replacement of 
items that have been destroyed or worn out previously furnished. 

That is = Army program. 

For the Navy the funds requested will provide additional type 
aircraft. 

For the Air Force the funds requested will be used to provide spare 
parts for—F-86 squadrons, the aircraft for which were provided 
under previous programs. 

That is all. That is the military use of the funds requested for the 
United Kingdom. 

The Cuatrman. Any questions ? 

I might say that the general is identifying the amounts which are 
shown on that exhibit, and what they are being used for. He isn’t 
disclosing those amounts. 


BRITAIN’S ECONOMIC AND DEFENSE EFFORT 


Mr. Woop. Could we just cover the economic side of the British 
picture ? 

The Cuatrman. Yes. 

Mr. FrrzGerrarp. I can summarize that rather briefly, Mr. Chairman. 

Since we covered most of this material yesterday, I will say that the 
military defense effort of the United Kingdom is the lar gest in Western 
Europe. Their defense expenditures for fiscal ’54 are estimated at a 
little over $5 billion, which represents a slight increase over their 
estimated defense expenditures for the current fiscal year. 

During the current fiscal year the British have recovered in part 
from the very serious drain of gold and dollar resources which oc- 
cured in fiscal 1952, during which the British lost $2,200 million, or 
more than half of their gold and dollar resources. 

During the current year, the terms of trade have improved slightly. 
British import prices have gone up slightly. Their export prices have 
increased appreciably. 

Their general economic position has appreciably improved. It is not 
yet strong, particularly in terms of their gold and dollar reserves. 

As you know—we mentioned this yesterday—we thought around 
$200 million of assistance this year, used for the specific purposes 
which Mr. Woods described, would meet their more urgent balance 
of payments deficit this year when combined with what they will 
make during the year from offshore procurement contracts placed by 
the Defense Department in the United Kingdom and from a drawout 
in the pipeline of aid that will be available on June 30 of this current 
fiscal year. 

As you know, the British have recently reduced certain taxes. As 
indicated yesterday, their taxes will be reduced from 32.7 to 31.5 
percent of their gross national product. 
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At the same time, I think it should be noted, that they also reduced 
their food subsidies, so the reduction in taxes is almost completely 
offset by a reduction in food subsidies. 

For the next fiscal year the reduction in taxes, tax receipts growing 
out of the change in the tax situation is estimated to reduce revenue by 
£169 million. The reduction in food subsidies will amount to some- 
thing over £100 million. 

As I have already indicated, they do intend to further increase their 
defense expenditure in the coming year. 

The one other encouraging development in the British situation in 
the last 3 or 4 months has been a move on the part of the British to 
relax trade restrictions which they had imposed about 18 months ago 
on imports from other European countries. The British did that at 
the time when their deficit in the European Payments Union was 
running as high as 150 to 200 million dollars a month. After the 
imposition of these restrictions on imports the deficit that the British 
were running with the rest of Europe began to decline and around 
8 months ago the British reversed their position with the Union and 
began earning back some of the losses they had incurred the preceding 
8 months, 

RELAXATION ON TRADE RESTRICTIONS 


At the March meeting of the Ministers, the Organization for Euro- 
pean Economic Cooperation, the British announced a relaxation in 
those trade restrictions, an increase in pound allowances for tourists 
and other relaxations which will permit Western Europe to recover 
part of the losses they had previously incurred because of the British 
restrictions in trade with those countries. 

The movement on the part of the British was followed by the lift- 
ing of some of the trade restrictions by Germany and by Portugal and 
more recently, it has been reported that the Netherlands is also plan- 
ning to increase its quota free import from 80 percent of total trade 
to 91 percent of total trade. 

The British action in this respect afforded a substantial stimulus 
to further relaxations of trade restrictions within Europe. 

Of course, this relaxation does not apply to purchases from dollar 
areas with the British dollar position still being sufficiently critical 
so that very, very tight management of British purchases has to be 
continued with respect to the dollar areas. 

But the example that the British did take in reducing their restric- 
tions last February did have a beneficial effect in having other coun- 
tries follow suit and make possible another step toward the achieving 
of a real objective of ours; namely, a free and expanding trade within 
Kurope. 

I think, Mr. Chairman, unless there are questions, that probably 
summarizes the high points in the British position as we see it now. 

The Cuarrman. Any questions? 

Senator George. 

Senator Grorce. I have no questions. 


MILITARY ASSISTANCE FOR ITALY 


My. Woon. Shall we go forward with the Italian military program, 
sir? 
The CHarrman. Yes, until 12: 30. 
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General Stewart. Funds requested for fiscal year 1954 for Italy by 
the military will be utilized to equip or make the United States con- 
tribution to the equipping of battalions of various types, which are 
combat support units; maintenance of equipment already placed in 
Italy from previous programs; a build-up or reserve of ammunition. 

In the Navy it will be used to provide naval vessels. 

In the Air Force it will be used to provide aircraft, the usual 
maintenance factors of previous equipment. The training funds are 
to be utilized in training Italian personnel in the United States and 
abroad in the use of our equipment. 

Senator Mansrievp. General, how many planes are there in an 
Italian air squadron ¢ 

General Srewarr. There are 12 in the all-weather and 25 in the 
fighter. 

TRAINING 


The Cuamman. I notice there are funds in the authorization for the 
United Kingdom designated for training. Did you tell us what that 
training meant ? 

General Srewarr. No, sir. I neglected to tell you, sir. In all cases, 
the training money shown opposite the countries will be utilized to 
train those countries’ nationals in the use of the equipment we give 
them and in the maintenance of the equipment we give them, and, to 
a much smaller extent, in having some of the people attend some of our 
regular schools, such as the infantry school. 

In each country that is the use we make of that money. 


ITALY’S ECONOMIC AND DEFENSE EFFORT 


Mr. Woop. Are you ready for the economic side of the Italian 
question? 

The CuarrMan. Yes. 

Mr. FrrzGrrazp. I think the committee knows very well the eco 
nomic position of Italy. It is relatively a “poor” country. The pop- 
ulation is around 47 million. About 2 million are chronically unem- 
ployed, and probably another 2 million are certainly underemployed. 

One of the real problems that has faced Italy ever since the war 
has been the absorption of or the emigration of this surplus popula- 
vion. In general, while the une mployme nt has not decreased, it is at 
least encouraging to note that during the last 5 years Italy has ab- 
sorbed its annual increase in the working force. It has not, unfor- 
tunately, been able to make any inroads upon the million and a half 
odd that have been and are chronically unemployed in that country. 

Resources are relatively limited. Most of their raw materials have 
to be imported. A lot of their export products are not basically im- 
portant to the economy of other countries. <A considerable volume of 
luxury or semiluxury goods is exported. Italy in particular was very 

adversely affected by the restrictions that the British put on their 
imports from other European countries at the time when they were 
losing large proportions of their gold reserve. 

Since the imposition of those restrictions the Italians in turn have 
run a deficit with the European Payments Union, which for the year 
as a whole is now estimated to run about $200 million, or more, and 
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will use up all of the credits which Italy had heretofore built up in 
the European Payments Union by virtue of its export surplus to the 
rest of the European countries. 

With the relatively limited resources, with one of the lowest per- 
capita incomes in Western Europe outside of Greece and Turkey, the 
funds available for development, for investment, and for expansion 
of the Italian ec onomy, of course, is strictly limited. 

For the coming fiscal year, as Mr. Wood has indicated to you 
earlier, we anticipate aid to Italy of about $20 million, which will, it 
is expected, not quite meet its entire balance-of-payments deficit for 
the coming fiscal year, along with the payments—earnings—it could 
get from some of the offshore procurement contracts and from De- 
partment of Defense military payments in that country. 


TECHNICAL ASSISTANCE 


Most of the $20 million, or the equivalent of the $20 million, of local 
currency, will be used, we antic ipate, to stimulate further develop- 
ment, industrial and agricultural development, in southern Italy, 
where the standard of living is the worst, where the une mployme nt 
problem is the greatest and where the opportunity for Communist 
inroads is, in our opinion, the most serious. 

If we can, we want with this relatively small sum of money, which, 
on the one hand, will meet a short fall in Italian dollar earnings, on 
the other hand, to help stimulate and to give incentive and to give 
initiative to further development in the southern Italian area. 

The CuHarrMan. Any questions, gentlemen ? 


SPECIAL AIRCRAFT 


Woop. Could I just add to what Dr. FitzGerald said, Mr. 
Chairman, about the item which we discussed yesterday and which 
should always be discussed in connection with the prospective aid fig- 
ure for Italy. In addition to the $20 million, there is this item of 

$37.5 million contained in the fiscal year 1953 for special aircraft pro- 
duction. This amount will perhaps not actually be committed prior 

to the end of the fiscal year and therefore must be carried over. 

May I also just clear up the record on one other item. When you, 
Mr. Chairman, study that portion of the record into which you read 
the total figures for title II, you will see that the separate components 
of the total of 425 million do not add up to 425 million. This is be- 
cause the amount of 100 million for the Middle East new countries is 
not included in the figure for total materiel. 

We will try to reconcile that in the record so it will not appear as 
a complete mystery. 

The Cuarmman, All right. 


EVALUATION REPORT 


Senator Smiru. Just one question, Mr. Chairman. 

I would like to call the attention of Mr. Wood to the report of the 
Special Committee on Italy, pages 5, 6, and 7, where, after analyzing 
the figures here, they recommend definitely that no dollar draft be 
made after fiscal 1953. 
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Has that been taken into consideration in developing this pro 
gram ¢ 

Mr. Woop. It has, Senator Smith. As a matter of fact, I under- 
stand that that was one of the items that the team, when it returned 
here, discussed at considerable length with Mr. Stassen. I believe it 
is correct to say that, having considered the matter further, they did 
not take issue with the decision that it was wise to continue aid in this 
amount. They reached that conclusion freely and voluntarily after 
receiving some additional information and engaging in further dis 
cussion on the subject. 

The Cuarrman. In that connection I have asked for information 
about these various differences that have arisen throughout the re- 
ports. Probably it can be clarified or cleared up in the final report, 
which has not arrived. 

Mr. Woop. I am afraid that is not the case. The overall report is 
a very brief report and quite general in nature. It does not go into 
such questions as whether or not the Italian team originally recom 
mended no further aid and whether there was any final determina 
tion to change that recommendation. 

I am afraid we cannot entertain that hope. I believe, sir, that 
that question can best be answered by inserting in the record a state 
ment showing in each case where a recommendation as to an amount 
of aid was made by these teams what the Administration has in 
cluded on an illustrative basis. Governor Stassen did inform the 
members of the various teams on May 7 of the action he proposed to 
take. 

EVALUATION TEAM RECOMMENDATION AND PROPOSED FiscaL Year 1954 
MUTUAL SECURITY PROGRAM 


Mutual Security Program for 


Evalution Team Recommendation Fiscal Year 1954 
EUROPE 
Belgium 
Economic aid not required. No funds requested. 
Denmark 
Economic aid not required. No funds requested. 
France 
Continue economic aid to France, al- $500 million of aid is requested for 


though not at the $800-$1,000 million France, $400 million of which will be 
level which France hopes for. Devote devoted to prosecution of the war in 
aid to prosecution of war in Indo- Indochina. The balance is for the 
china. OSP is not an adequate sub- production of weapons for NATO forces. 
stitute for economic aid. 
Germany 

Discontinue dollar grants to the Fed- Entire $15 million proposed in Fiscal 
eral Republic. However, if other means Year 1954 for Germany is intended for 
of financing the Berlin refugee problem the Berlin refugee program. 
fall short of real needs, limited dollar 
grants should be made to the Fed. Rep. 
for maintenance, transportation and re- 
location of refugees through Berlin. 


Greece 

Continue economic aid, but at de- Fiscal Year 1954 program for Greece 
clining rate. Under present conditions is $20 million, one-fourth of the $80 
extreme reductions in aid might well million in fiscal year 1953. However, 


increase aid requirement in later years. utilization of $25 million of aid in the 
pipeline will ease the rate of decline. 
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Italy 
Discontinue defense support for Italy 
after fiseal year 1953 program. 


Vetherlands 

Direct aid already terminated and 
not required at this time. 
Turkey 

United States should pay for procure- 
ment of all direct defense items requir- 
ng foreign exchange, including those 
now being procured by Turkey. Ful- 
fill present aid commitments; continue 
technical-assistance programs ; continue 
economie aid for such projects as stra- 
tegic roads, factories usable for defense 
as well as civilian production, etc. Dis- 
continue other economic aid, but con- 
sider further support if necessary to 
maintain Turkish defense expenditures. 
United Kingdom 

Recommend fiscal year 1954 aid pro- 
gram of $250 million, although part or 


all of it could be handled through off- 
shore procurement. 





Increased defense activity has bal- 
ance of payments impact which must be 
considered. In absence of extraordi- 
nary United States expenditure pro- 
gram Italy would face serious external 
payments difficulties. Fiscal year 1954 
program for Italy includes $20 million 
of new funds, and reappropriation of 
$37.5 million fiscal year 1953 funds for 
aircraft production. It is economically 
and politically infeasible to eliminate 
defense support in its entirety in fiscal 
year 1954—particularly in view of the 
need for development in southern Italy. 
The $20 million of new funds will be 
used to help close the balance of pay- 
ments gap; counterpart from these 
funds will be devoted to development 
of southern Italy. 


No funds requested. 


Fifty million dollars new funds are 
requested. Total annual cost of the 
foreign-exchange component of the 
Turkish defense effort is $70—-$100 mil- 
lion, to which dual-purpose plants and 
roads would be additive. Cost of as- 
suming such a program would be far 
more than the $50 million in the pro- 
posed fiscal year 1953 program. 


Proposed program for fiscal year 1954 
is $200 million divided $100 million de- 
fense support and $100 million special 
defense financing for aircraft produc- 
tion program. The balance of the pro- 
gram represents defense-supporting 
commodity procurement. 


Austria, Spain, and Yugoslavia were not covered by the evaluation team report. 


FAR EAST 


Formosa 


Make no reductions in MSA aid to 
Formosa on projects that will assist 
the Government of China to develop a 
military potential capable of an even- 
tual threat to Communist-held China. 
Heonomic stability in fiscal year 1954 
can be maintained only if economic aid 
is maintained at a high level. If mili- 
tary activity increases, economic aid 
must also be increased to sustain a suc- 
cessful military effort. 


Proposed economic aid for Formosa 
($70 million) is of approximately the 
same magnitude as in the previous 
year. The slight increase is due pri- 
marily to the requirement for increased 
internal military and civilian expendi- 
tures as a result of increased arrivals 
of military end items and of capital 
equipment from previous year’s obliga- 
tions. The fiscal year 1953 program 
included $30.5 million common-use pro- 
gram, Common-use funds, $30 million, 
are included in the military program in 
fiscal year 1954. 
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Indochina 

Economic aid to Indochina in fiscal Twenty-five million dollars of new 
year 1954 should continue at approxi- funds are requested. Program for fis- 
mately the present level. cal year 1953 was $24 million plus $30.5 


million for common-use items. Com- 
mon-use funds, $30 million, are included 
in the military program in fiscal year 
1954, Additional counterpart funds re- 
sulting from the recent devaluation of 
the piastre will enable a more efficient 
support of the military effort, essential 
in view of the accelerated military ope 
ation. 
Philippines 
No specific aid figure is suggested. Seventeen million dollars of new 
However, report recommends reevalua- funds are requested. Program for fis 
tion of all projects in light of new over- cal year 1953 was $30 million. MSA 
all country program, and extension of reduced this to $20 million, on basis of 
aid program over period of years, prob- operating experience and observation 
ably at reduced annual level in keeping of Philippine ability to utilize aid. 
with Philippine ability to utilize aid MSA/W has formulated for study by 
efficiently. STEM/Manila an illustrative country 
program of the type recommended by 
the evaluation team. Although the mis- 
sion in Manila has not had an opportu- 
nity to provide a final reevaluation of 
this program and of all present projects, 
the number of such projects will be re- 
duced, and each project will be keyed 
specifically to the overall economic pro- 
gram. The fiscal year 1954 program 
represents a $13-million reduction from 
the original fiscal year 1953 approved 
program and a $3 million reduction 
from the final fiscal year 1953 program, 
as reduced. 


Thailand was not covered by the evaluation team report. 


Mr. FrrzGrratp. Mr. Chairman, may I also comment that we are 
preparing a tabulation showing specifically in every instance in which 
the country team made a specific recommendation with respect to aid, 
that recommendation al a companion column showing what the 
program is here and any further comments or recommendations which 
the evaluation teams had as a result of the discussion with Mr. Stassen, 
which is being done in response to your question of yesterday, sir. 
That will line both of them up for you. 

The Cuarrman. I think there was a suggestion, along the line of 
the one just made by Colonel Wood, that when the final meeting was 
held, the captains of the various teams agreed substantially on your 
conclusions. 

Get that in writing, because as you know, you have a problem up 
here. 

Mr. Woop. Not only the captains, sir, but also the members of the 
teams who were all in back of it, too. 

The Cuarman. Allright. Get that for us. 

Mr. Woop. When do you wish us to appear ? 

The CuHarman, 2 o’clock. 

I will try to get someone here. We have to carry on. 
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(Whereupon, at 12: 35 p. m., the committee recessed to reconvene at 
2 p. m. the same day.) 
AFTERNOON SESSION 


The CuHatrMan. The meeting will come to order. 
What is your program now, Colonel ? 


NEAR EAST AND AFRICA 


Mr. Woop. Mr. Chairman, unless you wish to have us present the 
program for any of the other countries in the European area, we 
propose to go forward in the Near East and Africa, handling it very 
much as we did the European area. We would start with a repre- 
sentative of the State Department who would give you a brief sum- 
mary of the outstanding and important political issues in the areas. 
General Stewart would follow with a description of the military 
situation. We would then cover defense support, although in this 
particular area we do not have any defense-support programs except 
for Gréece and Turkey. We would leave the technical assistance and 
special economic aid progr ams for a future session of the committee. 

The CHatrrMan. What countries do you want to take up? 

Mr. Woop. We want to take the countries of the Near East, notably 
Greece and Turkey. 

Senator Smirnu of New Jersey. That is under title IT; is it not? 

Mr. Woop. The title IT list that we have on that sheet before you. 

I might point out that although the military end item and train- 
ing programs for Greece and Turkey are in title II, these countries 
are both members of NATO and the defense support, or defense financ- 
ing for them is included in title I. 

We thought we would treat them today in the title II areas. The 
military end item and training figures are not included in the first 
sheet, but they are on the second. As the first witness on this area, 
I would like to call Mr. Jernegan, who will discuss, as Mr. Merchant 
did for the European area, the main outline of the political situation 
in the near eastern area. 

Mr. Woop. Mr. Chairman, may I say, in introducing Mr. Jernegan, 
that he is the Acting Assistant Secretary of State for Near Eastern 
Affairs. 

Are you ready for Mr. Jernegan to proceed ? 

The CuHarrman. Yes; go ahead. 


STATEMENT OF JOHN JERNEGAN, ACTING ASSISTANT SECRETARY 
OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS 


Mr. Jernecan. Mr. Chairman, the only really new problems con- 
nected with aid which arise in this area are those concerning the 
Arab States and Israel and the adjacent territories. 

Greece and Turkey, of course, are extremely important countries, 
but I believe that we know pretty much about them now. We know 
where they stand, and there is no new political or economic problem 
worth taking up the committee’s time with, in my opinion. 

The area south of Greece and Turkey, however, is quite a different 
matter. There we have the State of Israel and the Arab States; and 
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in this bill we are asking for military assistance authorization which 
would include not only the Arab States and Israel, but under this 
heading of the Near East and Africa, could also include adjacent 
states such as Ethiopia and Libya that might be considered periphera!| 
to the Near East, but which will, if all goes well, have an important 
part to play in the defense position of the Near East. 

Senator Smrrn of New Jersey. Where does India come in? 

Mr. Jernecan. India is a little farther off, Senator. She is not 
eager to be included in this sort of thing, and also because of her 
remote geographical position, we have not yet brought her into our 
thinking on the idea. 

The main characteristic, as I am sure you know, of the Arab States, 
and to a lesser extent, of Israel, looking at it from this point of view, 
is that they are all weak. They are weak economically; they are 
weak militarily; and, in most cases, they are weak in their social 
structures. 

They—and here again this is applying especially to the Arab 
States—they are uncertain of themselves; they are uncertain of their 
friends; they are uncertain of their enemies; their governments are 
uncertain of their position, in many cases; their peoples are frequently 
uncertain of their governments. 

In other words, you have a condition of quite general instability 
which is relieved only occasionally by a relatively forceful government 
coming into power, and maintaining itself. 

Egypt is an example of that exception, at the moment. 

Senator Smiru of New Jersey. Do you include Egypt in the Arab 
State group / 

Mr. Jerneean. Yes; Egypt is a member of the Arab League, and 
in fact undoubtedly the most important Arab State. 


POSSIBILITY OF CONFLICT BETWEEN THE ISRAELIS AND ARABS 


Senator Smirx of New Jersey. I am a little confused as to how we 
can help arm the Arab States and Israel without arming them for 
their own row between themselves. 

How are you going to prevent them from jumping at each other’s 
throat when you help them to arm? 

Mr. Jernecan. Well, that is a problem that has worried us a great 
deal. 

As you may have noticed, in the bill itself here, we have spelled out 
some provisions which any state must fulfill if it is to receive arms aid 
under this bill; they must give certain guaranties. 

The recipient nation must have agreed, (a) that the equipment, materiel, or 
services provided will be used solely to maintain its internal security, its legiti- 
mate self-defense, or to permit it to participate in the defense of the areas or the 
United Nations collective-security arrangements and measures; and (b) that it 
will not undertake any active aggression against any other nation. 

That is one thing—— 

Senator Smiru of New Jersey. I think they will probably agree to 
that. However, if they got into a real jam you could not expect them 
fo put aside the weapons of warfare which they would have received 
through this aid, and keep them inactive when the shooting began, 
could you? 
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Maybe we have to face that decision. I am not objecting to it. 
am just wondering how we are going to deal with it. 

Mr. JerNeGan. I agree with you; we will have to deal with it. 

I think by being very cautious and careful in extending the aid, in 
the first place; in “watching and trying to influence of course the pol- 
icies of the different states concerned; and by, in effect, requiring 
some positive evidence from each state, of from a group of states, if 
one is formed, that they do not have aggressive intentions. 

There are various evidences that could be put forward. One might 
be steps that they could take to cooperate in solving the Palestine 
refugee problem. Another might be something else. It is just a 
matter of working out with these different governments’ arrange- 
ments, and getting them to take steps which w ould give us assurance 
that they really mean to use the arms for their own defense, and for 
the defense of the area. 

Senator Smiru of New Jersey. I suppose your primary aim is to 
arm them so they could be a part of the resistance to any possible 
Russian movement. 

Mr. JerNnecan. Well, that is one of the two primary aims. The 
other primary aim is simply to make sure that each government is 
sufficiently well equipped, or has sufficient equipment at its ee 
to maintain internal security, which is very important in this area 

Senator Smrru of New Jersey. I did not mean to interrupt you. I 
was just interested in that particular problem of how you were going 
to deal with those groups. 

Mr. JeRNEGAN. That was a point that I had in mind, too. 


ISRAEL 


Senator Frrcuson. What is the sum for Israel? 

Mr. JeRNEGAN. There is no specific sum for military aid to any 
country in this area. 

Senator Ferevson. What is the plan? 

Mr. JerneGAN. The plan is still very tentative. What we have here 
is a sum of $100 million. It is included in the total of $425 million 
for Greece, Turkey, Iran, and the areas of the Near East and Africa. 

Senator Frercuson. Before we appropriate this, can we get some 
plans for these figures ? 

Mr. JerNEGAN. General Stewart has, I believe, an illustrative pro- 
gram which he will talk about, to show how this money would probably 
be apportioned. 

However, we are hoping that the money can be used through an 
organized group of states, and that the actual distribution of it would 
be decided upon by the joint group. 

Senator Ferauson. But doesn’t that look rather hopeless at this par- 
ticular moment? Aren’t these countries at war? 

Mr. JERNEGAN. Yes, sir; and we certainly hope to get them out of a 
state of war; but the danger of any outbreak of war seems to us quite 
remote. 

Senator Frreuson. I agree with you on that. However, you said 
that you hoped for a small NATO, or something along that line, using 
NATO as a term for an alliance between these nations to bring about 
a common defense in line with our common defense. Isn’t that rather 
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hopeless at the present moment? Don’t we have to use some other 
basis? 

Mr. Jernecan. We may have to. We haven’t given up hope that 
an organization can be created. 

I don’t think anyone is optimistic enough to think that it could 
include Israel to begin with, because the animosity there is too strong. 

Senator Frreuson. W ould that mean that Israel would be left out 
and not given any aid? 

Mr. Jernecan. No, sir. There would be a parallel arrangement 
with Israel which would give Israel her fair share of whatever mili- 
tary aid was forthcoming t to the area. 


ARAB LEAGUE 


Senator Fereuson. How would you treat Israel? She is one nation 
among—how many ? 

Mr. Jernecan. Seven; or eight, if you include Tsrael as one. 

Senator Frrcuson. Are there seven in the Arab League, and Israel ? 

Mr. Jernecan. Yes, sir. 

Senator Frereuson. Now, would you treat the Arab League as one, 
and have Israel outside, to be treated separately ? 

Mr. JerNneGAN. Yes, sir; if you mean that Israel would be treated 
completely separately from the others: but we would keep in mind 
the relative relations between Israel and the other states and the rela- 
tive power balance and the relative needs of the different states. 

Senator Frrauson. What figure have you in mind, now, that would 
go to Israel? 

Mr. Jernecan. I have none whatever, Senator. 

Senator Frrauson. Has anybody in the Department ? 

Senator Smrru of New Jersey. I think General Stewart can. 

Mr. Woop. General Stewart can tell you the plan for the military 
part of this program. 

General Srewart. We have an illustrative breakdown, as to how it 
works. The members of the Secretary of Defense’s office thinks it 
might be done. 

The Cuarrman. Are these percentages or amounts firm, or simply 
what you estimate would go to the different countries ? 

You have there “Middle East new countries.” 

General Stewart. That is correct, sir. We have broken it down as 
to existing forces, what we think they are capable of, and it is, at this 
point, as I explained before, a piece of work by the staff, and not an 
official position. It is an illustrative program. 

The Cuarrman. That is not a firm position. It is simply an ap- 
proximation of what amount you think should be authorized. 

General Stewart. Yes, sir. 

The Cuarrman. I understood that because of the rather upset con- 
dition in the Near East, that presently we couldn’t tell the difference 
bet ween our friends and our enemies. 

Mr. Jernecan. We don’t want to commit, in advance, any of these 
sums. 

The Caatrman. You think this sum should be available to be used 
where, when, and if it can be placed to our best advantage. Is that 
right ? 

Mr. JerneGan. That is right. 
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That involves the political attitude on the part of the country. It 
involves a further survey of their own military resources and defi- 
ciencies, and further planning as to where and what kind of forces 
are going to be needed for the defense of the area. 


TRAINING 





General Stewart. I would like to tell you something about training. 
We allocate spaces to these several countries. In some cases we 
bring the students to this country and send them through some of 
our existing schools. 

In other cases, we send a training team, that is usually the case of 
purely technical instruction, we assemble say an ordnance team and 
send it to the country. They set up in that country and stay about 3 
months. We train a bunch of mechanics and technicians, and then 
the training team moves somewhere else. 

In the case of the most technical, the most difficult equipment to 
maintain, primarily in the case of the newest of the latest type jets, 
wu fire-control equipment, we sometimes go to industry, itself, and 
we hire a technician and put him under a contract and send him over 
there where he gives that type of instruction; and finally we have a 
program where certain officers of the medium level are brought over 
on an orientation tour. We take them to our schools and show them 
what we are doing to train their junior officers. 

We found we had to do that because their countries and their armies 
are about like ours. If you don’t train the colonel, or get him in on 
the play, the lieutenant and the captain, when they get back with new 
ideas, have a prety rough time getting them over. 









PROGRAM IN GREECE 





OF 





DURATION 


Senator Frrauson. Would you say there is no end to mutual as- 
sistance as far as Greece is concerned ¢ 

General Stewart. I am afraid that in the case of Greece, that is a 
reasonable statement, sir. 

Senator Smirn of New Jersey. You won’t need materiel over there? 

General Stewart. It is largely replacement and maintenance and 
things like that; yes, sir. 

Senator Smiru of New Jersey. Let me ask, if I m: Ly interrupt? 

Senator Frerauson. Go ahea 

Senator Smirn of New Foie. Who makes the determination as 
to what goes to Greece to make up that program which is shown in 
your book for Greece or any other country ? 

Is that your MAAG committtee ¢ 

General Srewarr. It is done, no one group does it alone, sir. 

As I explained yesterday, in the overall introduction, it is deter- 
mined in the Secretary of Defense’s office, almost completely on the 
judgement of the Joint Chiefs of Staff, as to what forces the United 
States will assist in supporting in each country. 

Now, that having been decided, then the MAAG itself deve ‘lops a 
yearly requirement "and that, in turn, is usu: ully governed by a break- 
down of money by titles, and then by countries. 

Senator Smiru of New Jersey. Do the Joint Chiefs tell the MAA 
group what they want from that particularly country, and MAA 
comes back with the figures and the breakdown ? 
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General Stewart. That is correct, sir. 
Senator Smirn of New Jersey. The Senator from Montana was 
asking you yesterday, whether MAAG has anything to do with the 
military attachés. 

General Srewarr. No, sir. 

Senator Smiru of New Jersey. You wanted to find out, Senator, as 
I recall it, how many people are attached to these different missions. 

Senator Mansrietp. General Stewart will furnish that. 

Senator Smiru of New Jersey. But the MAAG group, as I under- 
stand, that is a different group entirely from the other people that 
you were asked about ? 

General Stewart. That is correct. 







MAINTENANCE FOR EQUIPMENT 


Mr. Woop. If I may, Senator Smith, I would like to observe that 
this is ty pical of one of the real problems that this committee, and the 
Senate, perforce, has to consider. 

Here is a country with some manpower, with very little in the 
way of military-production capacity, or the resources from which 
productive capacity can be rhe 

They are brave soldiers. They are, or have a large number of 
well-trained divisions. So long as present world conditions exist, 
this committee is asked to say whether they think it is in our national 
security interest to supply this very substantial amount of mainte- 
nance for the equipment they now have to fight with, or, not to do 
so and lose the strength of these divisions on our side. 

That is really the basic issue. 

Senator Smiru of New Jersey. If we don’t supply the equipment 
and a crisis comes, we would have to send our best-trained manpower 
from here. 

General Stewart. Exactly. 

Mr. Woon. Exactly, sir. 

Senator Smrru of New Jersey. We ought to be interested in sup- 
plying the maintenance for equipment if we are willing to utilize that 
a inpower, and if we can properly equip and control them because 
they will be fighting in defense of their own country. 

The psychology to me is ver y clear and very desirable. 

Mr. Woop. A similar number of divisions of Americans properly 
equipped to fight on the side of the free world would cost many, many 
times more in money and material resources than the comparable cost 
of these Greek divisions, to say nothing of the time. 

Senator Smrru of New Jersey. I agree with you on that analysis, 
and I think it is terribly important. Tt is important for us to bring 
that about because it is better for us to help people fight for their own 
homeland there, than to send our boys over later to risk their lives. 
I am thinking more in terms of the American people. I want to avoid 
being involved in the event of another outbreak. 

Mr. Woop. The Greek economy and productive capacity are such 
that they cannot, out of their own resources, completely supply and 
maintain the fighting equipment for these divisions of their own boys 
that they are willing to raise and keep in the army. 

We don’t like the idea that it costs us millions of dollars a year to 
keep them in a condition in which they can fight on our side, but the 
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only alternative we can see is letting the situation deteriorate and not 
having that power on our side. 

Senator Mansrre.p. In this connection there is a feeling that the 
Greek shipping fleet, all over the world, is not paying the taxes to the 
Greek Government that it should. Its freighters are flying the Pana- 
manian flag, and other flags, and avoiding the payment of taxes which 
should be collected in this country as well. You not only have that 
situation, but there are other European countries, other than Greece, 
who are paying little or no taxes. 

Mr. Woop. That is quite true, Senator Mansfield. I do know that 
the present Greek Government, which is a much stronger one than 
previous ones, has made some progress in the direction of m: aking it 
more difficult to divert funds from the Greek economy. I think I can 
also say, however, that even if this job of tax collection were done 
perfectly, it would still not supply enough resources to make it pos- 
sible for the Greeks to do this job all by themselves. 

Mr. FirzGeravp. May I add, Mr. Chairman, however, that during 
the year to which General Stewart just mentioned the value of the 
end items contribution, that the Greek budget has gone to something 
over $200 million in support of the Greek armed forces. 

Mr. Woop. The Greeks can, of course, take care of the pay and feed- 
ing of their forces, and provide some of the soft items of clothing, 
such as shoes, and so forth. It is primarily the major items of mate- 
riel and their replacements which the Greeks cannot, themselves, either 
manufacture or pay for which are included in this military end item 
program. Is that not true, General Stewart ? 

General Srewart. That is true. 


EVALUATION REPORT ON GREECE 


The Cuatrman. I would like to get your reaction to a comment 
made in the record. The ev valuation team headed by Mr. Gilmore, 
made the following critical points: 


1. The program clearly has been extremely expensive, in many respects waste- 
ful, due in large part to the need for rapid and drastic action. 


Do you want to comment on that ? 

Mr. Woop. Yes, sir. 

I think that it is quite a fair comment. We moved into Greece, as 
you may recall, during a serious emergency. There was a civil war 
going on, and resources and support had to be thrown in, at times in 
somewhat prodigal amounts, just to make sure that we stemmed this 
perfectly tremendous Communist drive which, if it had succeeded in 
dragging Greece behind the iron curtain, would have had the most 
serious implications for us. 

I think it is true that there was some prodigality, some waste in- 
volved in that operation. However, since that time, there has been a 
constant attempt to make the extension of aid to Greece a considerably 
more orderly and more efficient operation, and I think very real 
progress has been made in that direction. 

The CHarrMan [reading |: 

2. The hope of the team is that by the end of fiscal 1955 Greece will be able to 
stand ‘ ‘largely on her own feet economically.” 

33902—53——18 
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understood from the General that he does not agree with this 
statement. He feels that we should continue to appropriate aid to 
Greece. 

Mr. Woop. I think, Senator Wiley, that the particular passage re- 
lated to defense support aid, and not to the supplying of these mili- 
(ary end items for maintenance. That is our hope, and I think that is 
a possibility. 

We have indicated on these pages here that the amount of defense 
support or economic aid which has been going to Greece has been 
steadily declining. 

Mr. FitzGerald, I think, can give you the exact figures. There is a 
very small amount planned for Greece next year as compared with 
the preceding years. 

One of the very great accomplishments, it seems to us, of the Greeks 
and of our mission there, has been finally to bring under reasonably 

good control the terrible inflationary forces which wath plagued 
Greece ever since the war. The effect of our success in this regard has 
been to reduce very drastically, as compared with previous years, 
their requirement for dollar aid to support their economy. 


DEFENSE SUPPORT 


I think Mr. FitzGerald can give you the full figures for the preceding 
two years, and the planned figure for the defense support in the com- 
ing fiscal year. 

Mr. FrrzGeravp. Mr. Chairman, the defense support for Greece 
for the fiscal year 1952 was $179 million; for the current fiscal year 


it is estimated at $80 million. 

The Cuatrman. You call that defense. Is it entirely separate from 
the other item ? 

Mr. FrrzGeravp. One is defense support, and the figure that Gen- 
eral Stewart was talking about was material, military material end 
items and training. 


UNFINISHED PROJECTS 


The Cuarrman. What are the unfinished projects in Greece which 
are referred to by the team. They said that when these projects were 
completed, they might serve as a monument to our unwillingness to 
finish what we undertook. 

Mr. FrrzGeravp. There are a half dozen or so large projects, power 
projects, a lignite project, and two or three others, but they are all 
funded, Mr. Chairman, and they will be completed. 

The Cuatrman. Do you have the money for them? 

Mr. FirzGerap. Yes, sir. 


TOTAL FOREIGN AID FOR GREECE 


The Cuarrman. How much have we spent in Greece? 

Mr. FrrzGrratp. On those projects? 

The Cuarrman. The entire program in Greece. 

Mr. FrrzGerarp. All of the 

Mr. Woon. Since the beginning? 

The Cuarrman. That is right. Have we spent about two billion ? 
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Mr. FrrzGeraxp. I was going to say, sir, for all types of aid since 
the war, something under $2 billion. 


EVALUATION REPORT 


The Cuarrman. The team said that for the most part, American 
personnel were sent to Greece without anything approaching adequate 
orientation. 

Do you agree with that? 

Mr. Woop. Mr. Chairman, that has been a constant problem with 
us. There are not many Americans who have had experience in some 
of these countries, and the Department of State and the Department 
of Defense have devised and put into effect, and are constantly trying 
to improve, orientation and training courses designed to instruct the 
people who are going out to these countries as to the customs and 
special conditions they will meet. 

The problem has been complicated, particularly in the case of 
Greece, by this matter of urgency. From time to time, when we find 
someone who is willing to go to Greece and who is competent to deal 
with the problem, we want to utilize him. They want him yesterday. 
So, we have constantly had to compromise between giving an indi- 
vidual a full course of sprouts here, and letting him go out and learn 
there. 

I think it quite proper to say that we have not, in all cases, given 
adequate orientation and training courses to people whom we have 
sent, not only to Greece, but also to other countries of the world. 

The Cuamman. The team further reported: 

A head of the mission believes that a reduction in force of at least 28 percent 

s immediately feasible. 

What steps have been taken to bring about this reduction ? 

Mr. Woop. Those have been approved and are being put into effect, 
Mr. Chairman. 

The CHarrman. The team reported there is much evidence to the 
effect that the physical goods sent to Greece have been used wastefully. 

Would you care to comment ? 

Mr. Woop. I speak of that generally. We had a very careful survey 
of the situation, by an American expert whom we got from the Bureau 
of the Budget. I talked yesterday with our mission chief to Greece, 
who is in town and he reports that the Greek Government has put a 
very hard-hitting Greek businessman in charge of the problem of in- 
ventory stores. Our mission chief further reports that he is making 
a real dent in this problem and that it looks as though it were well 
on the way to solution. 

The Cuarrman, Carry on, if there is anything else. 

General Srewarr. Mr. Chairman I would like, in reply to that 
criticism, enter into the record two documents used by the military 
in orienting their people for this type of work, and state that in the 
case of the “Army, we not only have literature for them to read, but a 
substantial number of officers going on MAAG duty are brought in 
here and given a course varying from a few days to 30 days before 
we send them out. 

Mr. Woop. Mr. Jernegan will provide you with a further discussion 
of the political questions concerning this area. 
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Mr. Jernecan. I do not think, Mr. Chairman, that I need to say 
very much about the importance of the area, the Arab states and 
Israel and the states that are adjacent to them. 


EFFECTIVENESS OF ETHIOPIAN TROOPS 


The CHamman. That brings to my mind a little discussion in 
relation to the troops in Ethiopia. I want to get the military judg- 
ment on that. I think we all recognize the significance of the oil in 
the Near East, and we also recognize that the Near East would be a 
bridge to the reservoir of vital materials in Africa. We recognize 
that. 

What does the military say about the effectiveness of the Ethiopian 
troops and what account they might give of themselves in conjunction 
with other troops in case Africa or the Near East was used as a bridge 
to Africa? 

General Srewarr. Based upon the performance of the Ethiopians 
in Korea, the Ethiopians would probably give an excellent account 
of themselves in action, such as you suggested in your question, sir. 

There are a number of troops besides our own in Korea. The 
Ethiopians are one battalion of foreign troops. Those troops are 
attached to various United States divisions, except in the case of the 
British troops. 

The Ethiopian battalion was not in my division, but I heard many 
reports about it, that they were excellent fighting men and were par- 
ticularly outstanding in night fighting. 

Based on that, I believe that we could count on them for an excellent 
performance in the defense of the area surrounding their own home 
country. 

Senator Mansrievp. General, I would agree with what you say 
about the Ethiopians in Korea, but isn’t it true that they are a picked 
body of men, the king’s guard or the palace guard, which was sent 
over there ¢ 

General Srewart. | believe they are. I believe that is correct, but 
1 am not certain. 

Senator Mansrie_p. According to your reports and your testimony 
bears it out, they have made an excellent record, but I think you have 
the cream of the crop there. 

Greneral Srewart. We may have. I cannot comment on that. 

The Cuatrman. What was the last statement ? 

Senator Mansrieip. I think they have the cream of the crop, the 
king’s bodyguard or the palace guard, or some such outfit. 

‘The CuairMan. Is this the same troops that you call the Sudanese? 

General Stewart. No, sir. 

The CuarrmMan. The same breed; are they, General ? 

Mr. JerneGan. No, sir. They are quite a different group entirely. 
The Ethiopians, the bulk of them, are Christians, and have very dif- 
ferent racial features as well as a different language not only from the 
Sudanese but from all the other Africans. 

The Cuatrman. And have they had any experience except in the 
war with Italy as to warfare? 

Mr. Jernecan. I think that is probably the only international war- 
fare they have engaged in before this Korean business. 
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Senator MansrietD. No. You have to go back to about 1885, when 
the Italians tried to get Abyssinia at that time, but they were driven 
out. They were more on equal terms. Then, during the last war they 
couldn’t go up against the mechanized equipment and the planes that 
the Italians had, and they lost out. Before that they had wiped 
them out. 

Mr. JerneGan. They fought the Italians three times. Once was in 
1885, as you say. The next time was when Italy conquered Ethiopia 
in 1937, and then during the Second World War when Ethiopia re- 
conquered the land along with the British and other troops. 

The Cuarrman. How well do you say they did there? 

Mr. JerNEGAN. I have no personal knowledge, but I understand they 
did well. 

The Cuarrman. Then the investment is a good investment consider- 
ing the world picture, in your opinion ? 

General Srewart. I think so, sir. 

Senator Mansrretp. Does Ethiopia at the present time have any 
territory bordering on the Red Sea? I believe it has. 

Mr. JerNEGAN. Yes. Eritrea, the former Italian Province, has re- 
cently been federated with Ethiopia and comes under the Ethiopian 
crown. 

Ethiopia now has an outlet to the sea, and there is a potential United 
States requirement for naval facilities there, too. 

Senator Mansrietp. They were used quite extensively during the 
war, I recall. 

Mr. JERNEGAN. There was a big base at Masawa for a time; yes. 


AIMS OF NEAR EAST AND AFRICAN PROGRAM 


Mr. Chairman, I think to be brief about this, what we have in mind 
in requesting a military-aid program for the Near East—I could state 
itin 3 ways—is: (1) To help develop the forces of the countries in the 
area so that they can protect themselves against internal subversion. 
\nd that has the additional element of building up their self-confi- 
dence. 

Secondly, it is to pave the way for area defense, for indigenous 
forces in the area who could cooperate with the western forces in the 
defense of the area in time of need. 

Thirdly, military aid in our view is a means of bringing about the 
cooperation of those states with the west. 

They take a serious risk, they feel, if they do line up with us, a risk 
of being attacked by the other side. Without assistance from us, they 
say— 

We are helpless. You are asking us to take risks for your sake without giving 
us anything. 

The Cuarrman. Are you still in Tunis? 

Mr. JERNEGAN. No, sir. I am stationed here now. 

The Cuarrman. When did you leave? 

Mr, Jernecan. About a year ago. 

The Cuarrman. What was the Arab and French situation then ? 

Mr. JerneGan. They were bickering at each other, just as they are 
doing today, unfortunately. 

That is not part of the area we are thinking of giving military aid for 
this buildup. This applies only to the independent Arab States? 
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The Cuarrman. We would be interested in information right up to 
date on that situation, because, to me, that is part of the chain that is 
important for us to keep if we are going to accomplish anything. 

Mr. Jernecan. It is, indeed. 

The Cuarrman. I didn’t mean to interrupt your statement. Go 
ahead. 

Mr. Jernecan. At the same time, with the military program we have 
in mind an economic program for the same area, because we think that 
their economic strength must be built up if they are to cooperate, if 
they are to maintain any improved military forces, if they are to form 
a solid base for defense. 

It is not planned, as Mr. Wood said, to go into the economic program 
today, but I want to emphasize that the economic and military-aid 
program go hand-in-hand. In our opinion, they are both essential for 
the purpose, to reach the objectives we have in mind. They are both 
desired by the states in the area. 


REGIONAL DEFENSE 


As I said, we want to work for a regional-defense arrangement. 
That is our objective. It is not very near, I am afraid, partly because 
of the Anglo-Egyptian squabble over the Suez Canal, partly because 
of the quarrels between the Arab States and Israel, which reflect back 
on us. 

But it is an objective that we think can be achieved in time in some 
fashion. 

I would like to bring out very clearly that we do not have in mind 
a fixed and rigid pattern of a regional-defense organization. We 
believe that any such organization must take into account the wishes 
of the states in the area and some of them have indicated they have 
very definite ideas; it must be a flexible concept, but it is a concept 
that we keep in mind, and we believe that one of the ways of reaching 
it is to be able to offer this inducement of military aid to show them 
that in joining up with such an organization, they are not merely add- 
ing weakness to weakness, adding zero to zero and producing zero, 
they are opening the way to themselves to build up their strength and 
doing so individually and collectively. 

If we merely ask them to join an organization with no assistance, 
their answer is likely to be, “We already have an organization through 
the Arab League. If you are not going to help make our countries 
stronger, there is no use joining another organization.” 

It should be mentioned, too, in passing, that military assistance 
would have a special appeal to some of the present regimes in the 
Near East. The Egyptians and the Syrians are particular cases in 
point. 

Senator Smirn. Isn’t that because of their anti-Jewish attitude? 

Mr. JERNEGAN. No, sir. 

Senator Smiru. Don’t they want to be strengthened so they can 
take care of that situation ? 


MILITARY ASSISTANCE TO ARAB STATES 
Mr. Jernecan. Idon’tthinkso. None of the evidence we can come 


on shows that any of the Arab States have any idea of attacking Israel. 
The particular reason that the Egyptians and the Syrians want mili- 
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tary assistance is that those are milithry regimes. They naturally feel 
the importance of a strong military organization, more than some 
other governments have. 

Senator Samira. Have they taken the initiative and come after us for 
military aid or are we offering it as an inducement to play ball with us 
or is it ‘a combination of both? 

Mr. JerNEGAN. A combination of both. 

Senator Smrru. I see in the papers that Mr. Dulles is talking about 
the Suez Canal. 

Mr. JeRNEGAN. Yes. 

They began asking us many months ago for military assistance. The 
Syrians have also requested it at different times. 

I think that every Arab state, with the possible exception of 1 or 2, 
has at one time or another asked us for military assistance. So far, 
none of them has gotten any except for small bits and pieces that they 
have bought. 

The CuarrmMan. Who is the leader of the Arab League now ? 

Mr. JeERNEGAN. There is no recognized leader. Egypt has the great- 
est influence in the league. 

If you meant the executive head or the general secretary, his name 
is Hassouna. 

The Cuarrman. No. I mean what nation. 

Mr. JERNEGAN. Egypt is the nearest thing toa leader. They are not 
recognized by the others exe ept occasionally as it suits their interests; 
that is, as a leader. 


ASSISTANCE TO SAUDI ARABIA AND IRAQ 


Senator MansrieLp. Are we sending military assistance to Saudi 
Arabia and Iraq ? 

Mr. JERNEGAN. No, sir. We have a small training mission in Saudi 
Arabia. We have nothing in Iraq. And I do not believe we sent 
anything to either country in the way of military equipment. We 
may have sold a small amount of equipment to Saudi Arabia. 

General Stewart. We have only training obligations. 

Mr. JerNEcaN. We have sold a small amount. 

General Srewart. Reimbursable aid. 

Senator MansrieLp. With the royalties coming in from that oil, 
they are in a better re than any of the other countries, and 
maybe better than Egy a small population and a great resource 
bringing in royalties ev ery year. 

Mr. JeRNEGAN. That is not entirely true. They are so much the 
most backward in the field of economic and social development even 
among the Arab states. This vast country is 98-percent desert. Until 
a few years ago this country had virtu: ally no roads, no rs ailroads, and 
no airports. It is gradually repairing those lacks, but it still has a 
tremendously long way to go. 

We have given none of the Arab states or Israel any grant of 
military equipment. We have provided training for Saudi Arabia 
and we have sold small quantities of stuff to 1 or 2, including Saudi 
Arabia. 

General Srewart. Saudi Arabia is paying for the training. They 
are paying the expenses of our people. 
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Mr. Jernecan. I might add, too, in connection with Saudi Arabia 
that it has cooperated w vith us quite well in various ventures, including 
the Dhahran airfield, which is on the Persian Gulf, and which has 
been granted tous. It is the only such facility we have. 

Senator Mansrietp. Is that the Dhahran airfield? 

Mr. Jernecan. Yes. 

Senator Mansrrevp. How long a lease do we have? 

Mr. Jerneaan. A lease for 5 years, and it is renewable for 5 years. 

Senator Mansrrecp. How much military personnel do we have 
there? 

General Srewarrt. I cannot answer that. I will have it for you in 
a few minutes, 

Senator Mansrievp. I know that is one of the places Mr. Dulles is 
going to visit. 

Mr. JerneGan. He is going to stop briefly there. It is an im- 
portant staging point for { transport aircraft. 


ECONOMIC AID TO TURKEY 


Senator Smiru. I notice in the report of the Special Committee on 
Turkey that there are a number of suggestions that the staff has given 
me. ‘There is one I want to ask you. The team recommended dis- 
continuance of further economic aid for the time being, with few 
exceptions. How do you reconcile that? 

Mr. Jernecan. I would like to ask Dr. FitzGerald to answer that. 

Senator Smiru. Can you answer that, Dr. FitzGerald ? 

Mr. Frrzeeratp. I do not remember exactly the Turkish report. 
My recollection is that they said for other than military, support of 
the military buildup and the Army of Turkey, and we are proposing 
to allot all the counterpart of next year’s aid to the Turkish Army. 

Senator Smrrn. It further recommended that further aid to defense 
support be allocable on a bankable loan basis rather than a grant-in- 
aid basis. Have we investigated that possibility of making loans and 
having these countries carry their own responsibilities, and then get- 
ting some of these loans back? 

Mr. FrrzGeratp. We have under consideration the arrangement 
whereby a number of these countries, including Turkey, can go to the 
IBRD, the International Bank for Reconstruction and Development, 
for money to develop their resources when their position permits or 
supports such a loan. 

Senator Smiru. My further question is: Then, in the light of these 
recommendations of this group, why wasn’t this made in the form 
of a loan rather than in the form of a grant? 


USE OF COUNTERPART FUNDS IN TURKEY 


Mr. FrrzGeratp. This money will be used by the Turkish economy 
to import materials of various sources and kind from the dollar area. 
There will be the counterpart, and the counterpart will be used en- 
tirely by the Turkish Government for the payment of the military 
program. 

Senator Frereuson. That is just like giving them dollars. 

Mr. F'rrzGeravp. I thoroughly agree with you. It is the same as 
giving them dollars, except that the counterpart of the dollars are 
used to expand the military program. 
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Senator Fercuson. What we have done around the world is we have 
made people want American doilars. So now they want to import 
things and every nation they want to import from says, “All right, 
we will sell you. Give us hard cash. Give us American dollars.” 

Who is to put it up? America? 

Mr. JERNEGAN. I think we have here a case that is parallel to the 
Greece situation. There is a relatively high level of military estab- 
lishment in Turkey which, to a certain degree, is beyond the capacity 
of the present Turkish economy to support. 

Senator Frrcuson. Why should we set them up so they can do it if 
they cannot support it themselves ? 

Mr. JerNneGan. It is a question whether to us it is worth more to 
have that added military unit of increment in Turkey at our expense 
or a portion of it at our expense, or not to spend the money and let 
them drop their military forces. 

Senator Frreuson. Is this mostly for replacements and things of 
that nature rather than new equipment ? 

Mr. JERNEGAN. I believe we have approached almost that stage, 
Senator. 

Mr. Woon. I think General Stewart can give you the main features 
of the Turkish program. 

General Stewart. The military funds will be used in the case of the 
Army to support, and by “support” I mean furnish spare parts, re- 
placements, ammunition, not the support of pay and all that kind of 
thing for certain divisions and selective support units. 

Senator Fercuson. That would look as if we are in the same posi- 
tion as Greece. We intend to support this military establishment of 
Turkey into the future. 

Mr. FrrzGeratp. To help support that establishment. 

Senator Frreuson. You say they cannot carry this. How much 
could they carry if they didn’t get this? 

Mr. FrrzGeratp. They are contributing an equivalent amount in 
local currency from their own resources to the defense expenditures 
for the coming fiscal year, Senator. It has increased from $236 mil- 
lion in 1950. 

Mr. Jernecan. I think I am correct in saying this is the largest 
single national force anywhere in Europe outside of Russia, of 
course, it is in a critical key point. 

The CuarrmaNn, This is for materiel ? 

Mr. Woop. This is for materiel. While you were out of the room, 
we discussed this same question with respect to Greece. As I said, 
this is a very real question, which has to be weighed by this committee 
and by the Senate. 

Is it in our interest to take a country which is willing to put up its 
own manpower, where the costs of supporting a soldier are relatively 
little as compared with the cost of supporting an American soldier, 
and which clearly does not have the resources or productive capac- 
ity to supply the equipment or supply the spares and the mainte- 
nance for that equipment, and to meet a part of the costs of such equip- 
ment? Is it better for us to do this and to have these soldiers—not our 
own boys—equipped and maintained as far as their major materiel is 
concerned, than to not have these forces available to fight on our side? 

I am not indicating which we should decide. 
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Senator Ferauson. With respect to our economy, can we afford to 
supply military establishments of other people to ‘the extent that we 
are doing now, as was said in this room, when there is no chance of 
balancing the budget, as far as we can see? We wouldn’t allow these 
other nations not to balance their budgets, as I understand it, because 
one of our objectives is to keep all of their budgets balanced. 

Mr. Woop. No, sir. There are some figures | in the basic data book 
on that. 

In any event, Senator, I think it is a fact that this committee will 
want to consider. It costs the United States far less than it would to 
raise, equip, train, and maintain our own divisions. 

Senator Frerauson. No doubt about that. 

Mr. Woop. Much less. 

Senator Frrauson. We tried to get that accomplished in Korea, 
but we discovered just in Korea what I am afraid that we are going 
to discover if we get another third world war, that we will not use 
these troops, just as we did not use other troops over in Europe. 

When I advocated getting a far eastern leader to go in with MacAr- 
thur, I was called and told to forget about it, never to mention it again. 

I agree with this idea of using other people, but I know that, when 
the chips are down, it is the American boys who have to go in. 

Mr. Woop. I assure, you, Senator, if the chips were down in that 
area of the world, the Turks would be in there with both feet, and to 
the extent that we have been able to equip and put them in condition 
to fight, it seems to me, it would have a real bearing on the security 
of this country, which is the basic reason why this element in the pro- 
gram is recommended. 

It is certainly cheaper both in money, and more important from the 
point of view of men, to have these 

Senator Frreuson. I know something about the Turks and their 
fighting ability, but aren’t they interested in defending themselves? 

Mr. Woop. Of cotirse, they are. They are probably braver and less 
afraid of the Russians than any people in the world. 

Senator Ferauson. Until we undertook this new scheme of arming 
the world, they supported their own military establishment, didn’t 
they? 

Mr. Woon. Yes, but their military establishment, Senator, without 
the kind of equipment for modern warfare which we have been mak- 
ing available, would have been a pushover. Now we have some strong 
divisions there that could fight. 

Senator Frreuson. Tell me the difference between the European 
countries and the satellites. Do you know? 

Mr. Woop. I do not know. Maybe the General knows. 

Senator Frrcuson. Do you know? 

General Stewart. No, sir. 

Mr. Woop. I think our Central Intelligence Agency has the figures. 

Senator Frereuson. Are the satellites furnishing their own arma- 
ments? As I understand, their farms are depleted ‘and they are taken 
back to Russia, and they furnish their own military goods. 

Mr. Woon. I andinntaiae that Russia is furnishing a great deal of 
equipment to the satellite armies. 

Senator Ferauson. Do you know how much? 

Mr. Woop. I do not know how much. 
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ASSISTANC¢ TO AFRICA 


Senator Frreuson. How many other countries are we going to take 
in in Africa besides Ethiopia ? 

Mr. Woop. For military aid? 

Senator Frreuson. Yes. Morocco? Algiers? Tunis? 

Mr. Woon. No, sir. 

Senator Ferauson. Why not? 

Mr. Jernecan. Those are under French control, sir. 

Senator Ferauson. Will they come in with us through the French ? 

Mr. JERNEGAN. You mean in time of war? 

Senator Ferauson. Are we going to furnish them equipment like 
we do in Indochina ? 

Mr. JerneGan. I do not know of any plans for that. 

Senator Mansrtietp. But we have airfields in Tripoli. Tripoli is 
part of Libya. 

Mr. JeRNEGAN. It is an independent state. 

Senator Mansrretp. We have airfields in Morocco. 

Mr. JerNEGAN. Yes, sir. 

Senator MaNnsrievp. Any in Algiers? 

Mr. Jernecan. No. 

Senator Mansrrevp. Tunis? 

Mr. Jernecan. No. Our airfields in Morocco are strictly our affair. 
They are not part of the normal defense system for Morocco. 

Senator Mansrtevp. Aren’t they part of the NATO build-up? 

Mr. JERNEGAN. They are overall defense, but not designed specific- 
ally for the defense of Morocco. You cannot regard them solely as a 
defense to the Moroccans, for example. 

Senator Mansrretp. But Morocco is a part of France, not an in- 
tegral part like Algeria, but nevertheless a part of France, just as 
Tunis is. 

Mr. JeRNEGAN. It is a protectorate of France, yes, sir. 

I am not quite sure I see your point. 

Senator Mansrretp. The thing is this: They are put in there be- 
cause of the NATO setup and it is considered a part of France. 
France is in the NATO setup. So far she is the fulcrum on which 
all the NATO defense really rests. When you consider France, you 
have to consider Morocco, Algeria, and Tunisia. 

Mr. JERNEGAN. Yes. 

Senator Mansrrexp. It is part of the same story. 

Mr. JERNEGAN. That is correct. 

Senator Mansrie.p. Libya is something else. It is a poor country, 
with nothing in the way of a treasury, nothing in the way of resources. 
Are they being taken in under this program ¢ 

Mr. Jernecan. I do not know whether there is any program for 
Libya. It would be very small in any case. They have almost no 
military establishment at the present time. 

Senator Mansrretp. They have a big country with nothing in it. 

Mr. JerneGan. They have only a little over a million people in the 
whole country. 

General Stewart. We did not develop a program for them. 
Mr. Jernecan. They have enough to do just to keep themselves 


afloat without trying to build up a substantial defense force. 
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General Srewart. I would like to say something about this Turkish 
aid. Itis my personal opinion—I am supposed to know—that we are 
getting more defense for the dollars we put into Turkey than any 
place in the world. We have some people who will fight. 

Mr. Woop. There is the $400 million of defense financing that is 
to be used for assisting in financing items to be produced in France 
for use in the Indochinese war. 


COST OF THE INDOCHINESE WAR 


Senator Fercuson. Wouldn’t you consider that we are practically 
taking over the supply in Indochina? 

Mr. Woop. No, sir. This $400-million figure is estimated at about 
one-third of the total cost to France of carrying on the war in Indo- 
china. 

Senator Frrevson. You are talking about personnel. 

Mr. Woop. Iam talking about all costs, 

Senator Fercuson. Yes, but I am talking about military equipment 
and munitions, and so forth—supplies, not pay. 

Mr. Woop. Do you know those figures, Mr. Martin? 

Mr. Martin. The latest estimate we had from the French is that 
their 1954 budget for Indochina, for procurement of supplies and 
equipment, would run between seven and eight hundred million. 

Senator Fercuson. How much are we furnishing? 

Mr. Woop. Four hundred million. 

Senator Fercuson. Then we are furnishing about 40 percent. 

Mr. Woop. More, if we don’t count their pay and food, and things 
of that sort. 

SUPPORT OF NATIONS IN KOREA 


Senator Frerevson. By the way, can you furnish us with the figures 
as to how much we have paid for the support of the other 16 nations 
in Korea and how much we have been reimbursed ? 

Mr. Woop. I do not have those figures, but I am sure they can be 
obtained and made available. 

Senator Frrevson. Will you get those for us? I would like to 
know how much we have put out for all expenses and items and how 
much we have been reimbursed ? 

Mr. Woop. I am sure we can get that. That is an item that the De- 
partment of Defense will have to develop. 

Senator, on one other subject, to complete the record 

Senator Smrru. Korea does not appear in these figures, does it— 
the Korean figures for expenses ? 

Mr. Woop. No, sir. 

Senator Ferevson. But France is furnishing part in Indochina 
and part in Korea, as are the British. Is Britain paying us for that, 
or are we paying it on the cuff ? 

Mr. Woop. We will report on that. 

Senator Frrcuson. You can see why I ask that. If we are sending 
aid to France because France is furnishing troops in Korea and she 
is not paying, is it a loan or a grant? If it is a loan, how much of it 
is a loan and how much isa grant? 

Mr. Woop. We will report on that. 
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Senator Fercuson. How much has been paid and what countries 
have paid it. 

We might find quite an item that would be added to this, because 
it is quite a defense item. 


COMPARISON OF FRENCH EXPENDITURES AND AMERICAN CONTRIBUTIONS 


Senator MAnsFietp. Could you tell this committee how French 
expenditures in Indochina during the period of the Marshall plan 
and MSA compare with American contributions to France during that 
same period ? 

(The information requested is as follows :) 

1. The United States Government has furnished economic assistance to the 
French Government in the fiscal years 1948 through 1953 in the amount of $3.8 
billion. This figure includes appropriations under the Interim Aid Act of 1947, 
the ECA Act, and the mutual security program. It is on a programing and 
not on an expenditure basis. This figure includes only commodity financing 
in the last 2 years. It excludes approximately $2 billion of Export-Import Bank 

sans, the bulk of which were made in fiscal year 1946, together with the war 
account and surplus property settlement. 

2. On October 25, 1952, President Auriol stated in a speech that the Indochinese 
war, since its beginning in 1945, had cost France 1,600 billion francs at the 1952 
france value. In 1953, France is expending approximately 420 billion frances on 
the Indochinese war. This total of slightly over 2,000 billion francs is equal to 
approximately $5.8 billion. 

3. Comparing the $3.8 billion in economic assistance with the $5.8 billion cost 
of the Indochina war, it might be said that the United States aid has amounted 
to the equivalent of 65 percent of the cost of that war. However, two qualifica- 


tions should be made. $225 million of the $3.8 billion assistance is in the form 
of loans and is repayable to the United States. This brings the percentage 
down to 61 percent of the cost of the war. Second, it should be remembered 
that the objectives of United States aid in the period through 1950, during which 
time France received 60 percent of this assistance, was the restoration and ex- 
pansion of the French economy and not the conduct of the war in Indochina, 
Marshall plan funds were specifically excluded from military use. 

Mr. Woop. I have heard former Ambassador Bruce say that the 
French expenditures in Indochina up to last year were greater than 
the total aid to France up to that time. 

I would like to check that as to its accuracy now. I am speaking 
from memory. I know that it was something on the order of that, 
Senator. 

Senator Mansrretp. That is my understanding. If you can get 
the figures to back it up, I think it would be worth while. 

Mr. Woop. We will put that into the record, too. 


BUDGET DEFICITS 


Just to complete the record on the question you asked about the 
budgets of other countries, Senator Ferguson, you will find or page 
63 of the basic data book figures on the revenues, the expenditures, 
and the budget surpluses or deficits for the 3 years—United States 
fiscal years—1951, 1952, and 1953. In 1953, for example, the French 
budget deficit was the equivalent of $214 billion, or nearly 25 percent. 

The Italian budget deficit was over $900 million. 

The United Kingdom ran a budget deficit of $1.4 billion. And so 
on. 

Senator Frerauson. As I understand it, the United Kingdom is re- 
ducing taxes. 
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Mr. Woop. That is correct, sir. Mr. FitzGerald covered that briefly 
this morning and pointed out that while taxes are being reduced, 
the food subsidies are being reduced at the same time to almost the 
same estimated extent. In other words, they are reducing taxes, but 
they are also reducing the food subsidy. 

Senator Frercuson. Has there been any reduction of taxes in France 
or in Italy? 


GROSS NATIONAL PRODUCT 


Mr. Woop. No. There has been one other case where there has 
been a tax reduction within the past year, and that isGermany. I am 
informed that, as far as that reduction is concerned, it was a slight 
one, and the increased business activity in Germany has already made 
up the total revenue, and the reduction still leaves Germany paying 
taxes in relationship to its gross national product of 33.9 percent. 
In fact, that is the highest percentage of gross national product of 
any of the major countries in Europe or the United States which goes 
to taxes. As compared with that 33.9 percent in Germany, the United 
States pays 26.1 percent. The United Kingdom, even after this tax 
reduction, will pay about 31.5 percent of its gross national product. 

Senator Frrcuson. When you are talking about gross national 
product, is that gross national income ? 

Mr. Woop. No, sir. That is a technical term which can best be 
described briefly as the total value of the goods and services produced 
in the economy of that country. The national income is a different 
figure which excludes certain things such as depreciation and transfer 
payments and generally will run alw: ays lower than the gross national 
product. 

For example, I believe that the latest gross national product com- 
putation for the United States is somewhere around $350 billion, and 
national income is somewhere around $290 billion. The two are dif- 
ferent, Senator. 

Senator Fercuson. In Europe, for instance in France, have they 
a method which is rather accurate to compute the total production? 

Mr. Woop. Yes. The French statistical services are among the best 
in Europe. 

FRENCH TAXES 


Senator Frerauson. We have been told a lot about the French not 
paying their taxes. 

Mr. Woop. Yes. 

Senator Frercuson. What do you find on that ? 

Mr. Woop. We find that there is a considerable amount of truth 
inthat allegation. It isa problem on which, I recall, that Ambassador 
Bruce testified at some length last year. The main groups from which 
the French find it difficult to collect taxes, due to special circum- 
stances in France, are the peasants and the small-business men. None 
of them keep books, and therefore it is extremely difficult to find out 
what their real income is. 

There is also some tax evasion on the part of some of the very 
wealthy people. In the last year or so, the French Government has 
increasingly been cracking down, especially on those in the latter 
classification. They have sent many people to jail, and have been 
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enforcing their tax collections considerably more effectively than 
they had been doing in prior years. 

In spite of these specific tax-collection difficulties, however, and 
partly because such a great proportion of total French tax receipts 
comes from turnover rather than income taxes, the total tax collections 
from the people of France represent 31.4 percent of their gross na- 
tional product, again considerably higher than the total tax ¢ ollections 
in the United States in rel: tionship to our gross national product. 

Senator Frercuson. What figure did you give for the gross national 
product of the United States? 

Mr. Woop. Ours is 26.1 percent. 

Senator Frerauson. But, in this country you have other taxes— 
the county and the State. 

Mr. Woop. This is all levels of government in all cases. This takes 
into account tax collections by both the central government and the 
various political subdivisions thereof. 

Senator Smirn. Is this 26 percent of the product? 

Mr. Woop. Of the gross national product, that percent is collected 
in taxes by our Federal Government, by our States, by our munici- 
palities, by all the various tax-collecting agencies and authorities and 
subdivisions in this country. These figures are set forth in a book of 
charts which has been made available to the committee. The title 
is “Mutual Defense Financing for 1954—Statistics for Europe.” This 
material is found on pages 9 and 10. Page 9 contains a table and 
page 10 contains a comparative chart showing the various Euro- 
pean countries and the United States. 


DURATION OF PROGRAM IN GREECE 


Senator Mansrrevp. Mr. FitzGerald, you mentioned that we would 
be contributing millions of dollars to Greece this year. 

Mr. FrrzGeratp. Yes, sir, other than end items. 

Senator Mansrreip. And you mentioned the fact that there is a 
possibility we may have to continue making contributions to Greece 
for a long time because of the sparse economy of the country. Could 
you tell this committee in that respect just what has happened in the 
Greek tobacco-growing industry? It previously had a good portion 
of the European field to itself. 

Mr. FrrzGeraup. May I first make a comment on your first state- 
ment, Senator Mansfield. 

The sum for fiscal 1954 has been reduced, and if the Greek economic 
situation continues to improve over fiscal 1954 and fiscal 1955, as it 
has over the last 18 months, I would hope that the Greek economy 
would not need any further assistance except in the end-item category, 


GREEK AND TURKISH TOBACCO 


In respect of tobacco, the Greek tobacco situation since the war has 
been quite unsatisfactory. Before the war the Greek Government 
had a very strict control program for the production of tobacco which 
limited production to farms and areas in which a high-quality prod- 
uct could be produced. Those laws were not enforced during the war 


and after the war. 





284 MUTUAL SECURITY ACT OF 1953 


Tobacco production, because of the internal-support program of the 
Greek Government on prices, developed over into other farms and in 
other communities where a poor-quality tobacco was grown. It did 
not command an adequate price in the foreign market, and, in gen- 
eral, the Turkish tobacco took away from Greece the market which 
Greece had for the oriental tobaccos in Europe before the war. 

In the last year or two, the Greek Government has taken a number 
of steps to improve the quality of its tobacco and lower costs. One 
of the steps that the Government more recently took was to abolish 
what was known as the Tonga law, which required 50 percent of the 
workers who were manipulating tobacco to be men. That law was 
abolished and that will permit an increasing number of women who 
were more facile and efficient in manipulating tobacco, to be employed. 

There are relatively high taxes in the tobacco field, which the pres- 
ent Government is proposing to eliminate and in connection with the 
recent devaluation, hopes to reestablish its tobacco on a competitive 
basis in the world markets. We think that has a reasonably good 
chance of being worked out. 

Senator Mansrievp. Has the Turkish tobacco come into Europe 
again in spite of American inroads? 

Mr. FrrzGrratp. The use of Greek tobacco in Europe is less than 
it was before the war. The use of Turkish tobacco, which is also an 
oriental tobacco, and is competitive with Greek tobacco, is larger than 
before the war. 

Most European cigarettes now contain a large proportion of Ameri- 

“an tobacco, more than they did before the war. The American cig- 
imate contains a smaller amount of oriental tobacco, about 6 percent 


now instead of 9 percent prior to the war. 

The increase in consumption of cigarettes in the United States dur- 
ing and since the war has resulted in an increase in consumption in 
America of oriental-type tobacco even though the percentage oad cig- 


arette has gone down. The increase has been largely from ‘ ‘urkey, 
Senator, rather than from Greece, because our American tobacco man- 
ufacturers found they could buy a higher-quality tobacco for a lower 
price from Turkey than they could from Greece, and they bought from 
Turkey. 

With the devaluation of the Greek drachma, which was announced 
a few weeks ago, provided that they get back to production of quality 
tobacco, the Greek tobacco may be able to compete successfully in 
the future. 

TURKISH GOLD AND DOLLAR RESERVES 


Senator Mansrrevp. During the Second World War when Turkey 
was neutral, it was able to accumulate a pretty sizable gold reserve, 
wasn’t it? ; 

Mr. FrrzGrrarp. Yes, sir. 

Senator Mansrtetp. Before the Greek-Turkish aid plan, if my mem- 
ory serves me correctly, the Turks were spending approximately 50 
percent of their yearly income on defense. What has happened to 
the gold reserve since that time? 

Mr. FrrzGerarp. I do not have the gold reserve for Turkey at hand, 
Senator, back of September 1949. As of September 1949 they 
amounted to $174 million. As of March 1953 they amounted to ‘153 
million, part of which is pledged for loans. 
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Senator Mansrie_p. Have they been able to keep up pretty well? 

Mr. FrrzGerawp. Since 1949, yes, sir. There has not been a sub- 
stantial decline in Turkish gold and dollar holdings, The impression 
I have is that those reserves were almost twice that much at one time, 
in 1946 or 1947. I can put the exact figure in the record. 


Turkey—Gold and short-term dollar assets (reserves), 1944-538 
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Senator Mansrrevp. If it had not been for the Greek-Turkish aid 
plan and the continuing aid programs there would be no gold reserve 
today and you would have a ragged army up on the edge of the 
Caucasus and the Black Sea, without much in the way of equipment. 

Mr. FrrzGeraup. I would say yes, sir. 

Mr. Woop. Mr. Jernegan, do you have any further points you would 
like to make to the committee ? 


RELATIONS WITH ARAB STATES AND ISRAEL 


Mr. JERNEGAN. I would just like to make the general statement 
again with respect to the area of the Arab states and Israel, that this 
is politically speaking, as well as economically and militarily, a very 
critical area for us. It is an area that is not solidly behind any side. 
It is an area that could very easily slip away from us, slip into chaos. 
And we feel that it is very important that the United States should 
take the lead in that area in various means, and military and economic 
assistance would only be one of them. Diplomatic efforts would have 
to go hand in hand with it. 

We must get peace in the area between the Arabs and the Israelis, 
to begin with. ‘That is one of our first objectives. 

We must get over the present distrust of the West, the relic of old 
imperialism, which handicaps us at every turn. 

And we must develop strength in the area so that it can stand up 
and be useful in its own defense and useful in cooperation with the 
western world. 

I do not want to take up the committee’s time by going into a lot 
of detail on this, unless there are some questions. 


MIDDLE EAST NEW COUNTRIES 
Senator Smirn. Why do you classify them as the Middle East New 
Countries? 
Mr. Woop. It refers to the military end item aid. It is an amount 
designed to provide military end items and training for countries 
33902—53——19 
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which have not been receiving such assistance under previous pro 
grams. 

Senator Smiru. Without developing the amount of each, what are 
the names of those countries ¢ 

Mr. Woop. General Stewart, I believe, read them before. 

Senator Smirn. Yes. 

General Srewarr. Egypt, Ethiopia, Iraq, Jordan, Lebanon, Saudi 
Arabia, Syria, Yemen, and Israel. 

Senator Smirnu. [I want to get those in the record so we will know 
what you refer to. 

Mr. Woop. Mr. Chairman, General Stewart had one comment he 
thought might be helpful to the committee on this military situation 
in the Middle East. 

General Srewarr. In discussing the tentative distrioution of the 
amount for the Middle East new countries, I stated that the distribu- 
tion and the forces on which that distribution was based was not an 
official position of the Department of Defense, but was a piece of staff 
work, 

I want to make plain that there is an official position in the Depart- 
ment of Defense to support this request for the amount specified, al- 
though it has not been broken down and the breakdown has not been 
approved. 

The Defense Department completely supports this request, and I 
was afraid that my statement that this extensive illustrative break- 
down was not an official breakdown of the Department might be mis- 
understood. 

The Cuarrman. Mr. Jernegan, how many years did you spend in 
North Africa? 

Mr. Jernecan. Two, Senator Wiley. 

The CHarrMaNn. Before that where were you? 

Mr. Jernecan. I spent 4 years in the Near Eastern Bureau and 
before that 3 years in Iran. 

(Discussion off the record. ) 

The CHatrMan. We will adourn until tomorrow at 2 o’clock. 

(Whereupon, at 4:30 p. m., the committee adjourned to reconvene 
at 2 p. m., Wednesday, May 13, 1953.) 
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Unirep States SENATE, 
COMMITTEE ON Foreign RELATIONS, 
Washington, D.C. 


EXECUTIVE SESSION 


The committee met, pursuant to recess, at 2: 10 p. m., in the Foreign 
Relations Committee room, United States Capitol, Senator Alexander 
Wiley (chairman) presiding. 

Present: Senators Wiley, Smith of New Jersey, Ferguson, Know- 
land, George, Gillette, Fulbright, Sparkman, and Mansfield. 

Also present: C. Tyler Wood, deputy to the director, Mutual Secu- 
rity Agency; Walter S. Robertson, Assistant Secretary of State for 
Far Eastern Affairs; Samuel T. Parelman, special assistant to the 
Assistant Secretary, D. A. FitzGerald, deputy to the Director for 
Mutual Security: and Maj. Gen. George C. Stewart, Director, Office 
of Military Assistance, Office of the Secretary of Defense. 


STATEMENT OF C. TYLER WOOD—Resumed 


The CuatrMan. Let us proceed, gentlemen. 

Mr. Woop. Mr. Chairman, we propose, if the committee please, to 
continue our testimony by covering the far-eastern area. As we have 
done in the case of the other areas, we suggest that the committee first 
hear the Assistant Secretary of State for that area, Mr. Robertson. 
He will discuss some of the more important political aspects of our 
policy and programs in that area. 

May I say, before Assistant Secretary Robertson starts, that he 
would like, if it is possible, to be permitted to leave here about 3:15 
to attend a very important meeting of the Planning Board of the Na- 
tional Security Council. He can return if the committee has not fin- 
ished with him by that time and appear again at some other time. 

Now, I would like to turn this over to Assistant Secretary 
Robertson. 

The Cuatrman. All right, Mr. Secretary, you may carry on in your 
own way. 


QUESTIONS RELATIVE TO TURKEY 


Senator Mansriecp, Before the Secretary starts, I have a list of 
questions relative to Turkey which I would like to turn over to Mr. 
Wood and ask him to send me the answers and also to supply the com- 
mittee with the answers for the record. Could I ask also when I 
could expect those lists of military and civilian personnel ? 

General Stewart. We put some work on that: yesterday afternoon. 
I cannot tell you when you will receive it. I may have it for you 
tomorrow morning, but I will get it just as quickly as I can. 
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Senator Mansrtetp. That is fine. 

Mr. Woop. I will be glad to have those questions and attempt to 
give you answers to all your questions. 

Senator Mansrietp. Do I have the committee’s approval on that, 
Mr. Chairman? 

The Cuarrman. Read them into the record please. 

Senator MANSFIELD (reading) : 


1. How important are Turkey’s defense forces to our Balkan and middle east- 
ern defense plans? 

2. Is our assistance to Turkey based on this importance or is it treated as a 
“country with marginal requirements” because of political problems in Western 
Europe? 

3. Assuming that our current problems in the Middle East are principally 
economic and political, to what extent can we use Turkey as an example to the 
rest of the middle eastern countries (economic development and political stabil- 
ity)? 

4. To what extent can Turkey through her own resources finance the mainte- 
nance, manning, repairs, and replacement of equipment being supplied as end 
items? 

5. Assuming continued deliveries of end items at current program rate, wnat 
is rate of buildup of deficit between amount Turkey can finance and actual cost 
of maintenance, and so forth, say through 1956? 

6. What provision is Turkey making to increase the rate of economic growth 
and, therefore, of Government revenue to reduce or eliminate this deficit? 

7. What are MSA plans in this regard? 

8. What amount of outside assistance will be required and over what period 
to raise Turkey’s economic base to a point that revenues will be adequate to 
support defense force goals? 

9. What part of this amount is bankable? 

10. What part do you estimate will be required as grant aid of type allocated 
this current fiscal year? 

11. How active are international loan agencies in Turkey? 

12. What is the amount of outstanding loans to Turkey from IBRD, Ex-Im 
Bank, and so forth, and what part of loans made available has actually been 
used? 

Mr. Woop. Question 7 referred to what are the plans, and I take it 
that refers to what the plans are as to question 6. 

Senator Mansrietp. That is correct. 

Mr. Woop. It is not related to all the preceding questions, but just to 
question 6? 

Senator Mansrretp. That is right. 

(Nore.—Subsequent to the hearing, the following information was 
received by the committee.) 


ANSWERS TO SENATOR MANSFIELD’S QUESTIONS REGARDING TURKEY 


Question No. 1: How important are Turkey’s defense forces to our Balkan and 
middle eastern defense plans? 

Answer: Turkey’s geographic proximity to Russia and its exposed position 
directly in the path of a Communist threat to the Mediterranean and the Middle 
Kast give Turkey's defense forces a position of vital importance in Balkan and 
middle eastern defense plans. Fortunately, those forces are substantial in 
number and improving in quality in terms of modern warfare techniques and 
equipment. Moreover, centuries of alertness to the dangers of Russian en- 
croachment with the corollary necessity to give emphasis to military prepared- 
ness, despite the limitations imposed by the low level of resource development, 
have conditioned Turkey to a recognition of the importance of adequate military 
preparedness and make Turkey an able and dependable ally. Turkey’s mem- 
bership in NATO, her increasing position of leadership in the Middle East and 
her initiative in tightening the bonds between Balkan countries culminating 
in the recent Greek-Yugo-Turk friendship pact, mark Turkey as an important 
participant in the free world chain of defense. 





MUTUAL SECURITY ACT OF 1953 289 


Question No. 2: Is our assistance to Turkey based on this importance or it ts 
treated as a “country with marginal requirements” because of political 
problems in Western Europe? 

Answer: United States assistance to Turkey was undertaken in 1947 because 
of the immediate threat to the independence of this strategically located country. 
It has been continued in order to build up the economy to the point where it will 
be more nearly able to support, on a sustained basis, the defense establishment 
made necessary by external pressures. 

The immediate goals for American assistance to Turkey are: 

(1) To develop and improve the effectiveness and quality of Turkish armed 
forces in order that its defense efforts may be capable of withstanding aggression. 

(2) To foster economic development which will broaden and strengthen the 
overall economic base so that Turkey will be able eventually to support with 
minimum assistance the constant drain of a comparatively heavy-defense burden. 

(3) To enable Turkey to increase the production and export of commodities 
and raw materials needed to support the defense effort of Western Europe, and 
help meet certain deficiencies of the United States. 


Question No. 3: Assuming that our current problems in the Middle East are 
principally economic and political, to what extent can we use Turkey as an 
example to the rest of the Middle Eastern countries (economic development 
and political stability)? 

Answer: As indicated above, the United States primarily is supporting and 
developing the defense potential of Turkey’s armed forces. However, Turkey’s 
political stability and dynamic economy can, at the same time, be pointed to as 
goals to which other countries might aspire. The Turkish Republic, since its 
founding in 1923, has undertaken an ambitious program of development with the 
result that it is now one of the most stable and strongest countries in the eastern 
Mediterranean area. Since 1948, there has been a 35-percent increase in agri- 
cultural production; gross national product has increased by almost a third; 
11,000 miles of all-weather roads have been constructed, and considerable strides 
have been made in other segments of the economy despite the country’s heavy 
defense burden. Living standards are improving, but are still among the lowest 
in the NATO countries. 


Question No. 4: To what extent can Turkey through her own resources finance the 
maintenance, manning, repairs, and replacement of equipment being supplied 
as end-items? 


Answer: Turkey’s resources are presently inadequate for financing the main- 
tenance, repair and replacement of equipment being supplied as end-items, but 
unskilled manpower is available for training. Indigenous facilities and the 
supply of skilled labor for production and servicing of end-items are meager and 
for the most part limited to relatively simple operations on a few items, or parts 
of items. Foreign exchange earnings are also inadequate for purchasing re- 
placement and repair part needs from abroad. 

Part of the fairly substantial increase in appropriations for the Turkish Min- 
istry of Defense is being used for the improvement of production and maintenance 
facilities and to provide additional training for operations and maintenance per- 
sonnel, The development of supporting industries, however, continues to be 
hampered by shortages of investment capital and managerial experience, thereby 
further limiting local procurement of materiel. Furthermore, the need to pro- 
vide facilities and services basic to the support of the defense effort (highways, 
port, rail, telecommunications, power, and other improvements) currently pre- 
sents a considerable drain on resources availabilities. 

Part of the proceeds earned from exporting the inerease in agricultural and 
minerals output resulting from the economic development program is likewise 
being devoted to financing imports of equipment and tools for more efficient de- 
fense production and servicing functions, as well as for rapidly expanding re- 
quirements for POL and other military operating supplies. 

Studies are in progress to determine future force goals and annual recurring 
costs for the operation, maintenance, repair, and replacement of military equip- 
ment, aS Well as for operations and supporting structures. These studies will 
provide basic factual data on requirements to which Turkish capabilities can 
then be fitted, thereby permitting a more precise measurement and examination 
of the resulting gap over the next few years. Meanwhile, any forward economic 
judgments of requirements or capabilities are necessarily tentative. 
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Question No. 5. Assuming continued deliveries of end-items at current program 
rate, what is rate of build-up of deficit between amount Turkey can finance 
and actual cost of maintenance, and so forth, say through 1956? 

Answer. The answer to this question is dependent on the results of the above- 
mentioned studies. There is no doubt that, for some years to come, outside 
assistance will be required to maintained the Turkish armed forces at present 
build-up rates. How large this outside assistance must be depends on the course 
and progress of the economic development program, the continuance of favorable 
crop conditions, and the development of foreign markets, since agriculture 
accounts for nearly 60 percent of total national income and approximately 90 
percent of export earnings. 


Question No. 6. What provision is Turkey making to increase the rate of economic 
growth and, therefore, of government revenue to reduce or eliminate this 
deficit? 

Answer. Turkey is committed to an accelerated public and private investment 
program, Appropriations have been increased to improve basic public services 
(highways, port improvements, and telecommunications) which are necessary 
to the movement of exportable surpluses, and the needs of the armed forces. 
Encouragement is being given to the development of increased private invest- 
ment, especially in agriculture and agricultural product processing and handling 
industries. Educational facilities are being expanded and emphasis is being given 
to professional and technical training to help overcome current shortages of 
skilled manpower. 

The expansion of the economy is already being reflected in increased budgetary 
revenues. A heavy proportionate part of this increase has been allocated for 
defense. The bulk of the increase is, however, being absorbed in other than major 
material categories. Turkey’s foreign exchange is expected to remain tight, 
thereby limiting available financing for imports and other expenditures abroad, 
Question No.7. What are MSA plans in this regard? 

Answer: The MSA program is designed to supplement Turkish resources to 
assure military requirements priority and to promote balanced economic develop- 
ment and, therefore, a stronger base for the military effort now and in the future. 

Dollar assistance will be designed primarily to finance imports of military 
operating and maintenance supplies and services, and equipment, materials and 
services to help provide improvements in basic services and increased production. 

The bulk of the counterpart of grant assistance will probably he required for 
support of the defense budget with the remainder for high priority economic 
development projects. 


Question No. 8. What amount of outside assistance will be required and over 
what period to raise Turkey’s economic base to a point that revenues will be 
adequate to support defense force goals? 

Answer: Until the completion of pending studies of military requirements, 
carefully costed and analyzed in terms of their financial and other resource 
impacts and the problems these pose, any estimate of outside assistance re- 
quired to provide an economic base for specific force goals is necessarily tentative. 

Turkey could not carry forward the rouding out of forces now foreseen with- 
out outside assistance over the next few years, even excluding end-item and 
replacement needs, without shelving at least temporarily a considerable part of 
its economic development program, thereby pushing further into the future the 
day when it might be independent of speical outside aid. 


Question No. 9. What part of this amount is bankable? 

Answer: A portion of Turkey’s need for outside capital to finance economic 
development should be bankable. The amount would depend upon the type of 
project and its pay-out prospects, the existence of related facilities, amortiza- 
tion terms including type of currency required for payment, and the relationship 
of these factors to bank policy. 

A small part of the total investment capital could probably come from private 
sources, although the amount will probably not be appreciable during the next few 
years. 

Approximately 25 percent ($84 million) of the aid allotted to Turkey by ECA/ 
MSA through fiscal year 1953 has been in the form of loans. Turkey’s foreign 
debt burden is already large and care will be necessary to insure that it does 
not become unmanageable. 
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Question No. 10. What part do you estimate will be required as grant aid of type 
allocated this current fiscal year? 
Answer: The full amount programed for defense support. 
Question No. 11. How active are international loan agencies in Turkey? 
Answer: International loan agencies are cognizant of Turkey’s need for in- 
vestment capital and maintain continuing studies of the situation. The charters 
and policies under which they operate, however, require conditions which limit 
the amount of credit which can be made available. 

Question No. 12. What is the amount of oustanding loans to Turkey from IBRD, 
Export-Import Bank, etc., and what part of loans made available has actu- 
ally been used? 

Answer: The current status of international and United States agency long- 
term dollar credits to Turkey for development purposes is summarized below: 


{In millions of U. 8. dollars] 


Disburse- 
tal ments 
edit through 
vailable | Mar. 31, 
1953 


Ex-Im Bank-_......-. ‘ i) 31.4 
IBRD ) 6 
ECA/MSA.......... a ‘ . 84.0 


166. 0 


STATEMENT OF WALTER S. ROBERTSON, ASSISTANT SECRETARY 
OF STATE 


OBJECTIVES IN THE FAR EAST 


Mr. Roserrson. Mr. Chairman and gentlemen: I am 36 days old 
today as Assistant Secretary of State for Far Eastern Affairs. When 
1 took office here on April 8, it had been 61% years since I had frus- 
trated in the dead ends of Far Eastern problems. Now I need not 
labor the obvious in saying that there are many details about our 
program in this vast area with which I am unacquainted. I under- 
stand that I will be followed by both the military and the economic 
experts who will give you details of our program and how we intend 
to implement our objectives in this area. 

With your permission, I would like to give you, in a brief outline, 
what we consider to be our objectives in this area. 

As you know, it includes Japan, Korea, Formosa, the Philippines, 
the Associated States of Indochina, Indonesia, Thailand, Burma, and 
Malaya. That is a vast area, with a population of some 292 millions 
of people. 

Our problems in each one of these countries varies with the par- 
ticular situation existing there, but our overall objective is the same in 
all of them. 

What. we are trying to do is to keep this vast area with its raw 
materials, and almost limitless manpower, from drifting into the 
Communist orbit and save it as a part of the free world. 

Every dollar that we spend in this area, whether for military or 
economic purposes, must be spent from the standpoint of the mutual 
security of this country and the rest of the free world in our global 
struggle with communism. 
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These countries have more or less the same things in common: Over- 
population, shortage of food, dislocated economies, illiteracy, deep 
resentment in certain areas against colonialism, and dire poverty. 

It would be difficult to imagine a more fertile soil for the Commu- 
nist sowing. 

What we are trying to do is to offset these great disadvantages. We 
start off with tremendous handicaps. What we are trying to do is to 
help stabilize their economies, increase the production of food, im- 
prove their capacity for self-support, strengthen their military forces, 
and encourage to the greatest extent possible, representative gover- 
ment. 

This is our program for which we are asking your appropriation. 
How successful we are attaining our objective, depends, of course, 
upon how wisely and efficiently we spend the money. That is a ques- 
tion not only of intent, but oftentimes of personnel. 

There is no way in the world we can do the job by appropriating the 
money and writing it down in the book. Some individuals have to 
implement it. 

TRUCE NEGOTIATIONS IN KOREA 


The country uppermost in our minds today is Korea, because of the 
truce negotiations now going on. What will come out of these nego- 
tiations, I should not like to predict. It is difficult to tell w hether or 
not the Communists really want an armistice, or whether this is just 
a delaying procedure and a change in tactics. 

I am expressing a personal opinion when I say that I do not think 
there has been any change in objectives. They may well be simply 
trying to get by indirection what they could not achieve by direction. 

Be that as it may, General Harrison at the last meeting presented 
what would seem to be a reasonable proposal. 

You will remember you saw in the press that we nominated Switzer- 
land as a neutral to take possession of these prisoners of war. We 
couldn’t get the Communists to make a nomination. They insisted, 
first, that before they would make a nomination we would have to agree 
to physically transport all of these prisoners out of Korea to that neu- 
tral country agreed upon. 

They wouldn’t accept Switzerland, so we nominated Sweden. Both 
of these countries are recognized as true neutrals. They still persisted 
in their refusal to make a nomination. 

Then they came back with a proposal that had some similarity to 
the Indian resolution, which we had formerly approved and been 
approved by the United Nations. 

They proposed a neutral commission of 5 nations: Czechoslo- 

vakia, Poland, Switzerland, Sweden, and India. Excluding India, 
these were the 4 countries named under the Indian resolution to super- 

vise repatriation. 
CUSTODIAL COMMITTEE 


You gentlemen are probably familiar with the fact, in the meeting 
last night, we stated we would accept these five. However, there would 
have to be a limitation upon the time that the prisoners of war would 
be held in custody. Those that wanted to be repatriated we would 
turn loose immediately. Those that didn’t want to be repatriated 
would be turned over to this custodial commission. They call it a 
neutral repatriation committee, and we call it a custodial committee. 
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We agreed then there should be a period of time, they said 4 months, 
and we said 60 days, in which they would have a chance to explain to 
these prisoners the “advantages” of going back home. If, at the end of 
that time, they still refused repatriation, our position is that they 
would assume civilian status. 

We outlined in our terms of reference all the things we thought 
important to protect United Nations’ interests. 

We also insisted that Communist troops should not be brought into 
Korea. The only troops would be Indian troops and they would only 
have police arms. 

That is where the negotiations stand today. 

If I am telling you something that you already know, please stop 
me. I do not want to take up your time unnecessarily. 


SITUATION IN INDOCHINA 


In Indochina you are probably familiar with that situation, much 
more so than Iam. Of course, that area presents us with a very tough 
problem. 

Our program in Indochina, where actual fighting is going on is 
to strengthen the forces of the Associated States and of the French 
Union, to establish the situation in every way possible. General 
Stewart will elaborate the program in his testimony. 

Our sole objective is to prevent this troubled area from falling into 
Communist hands. 

The same thing would be true with respect to the other countries 
involved. You could throw a spitball at the map of that area and 
wherever it hit there would be trouble, complicated trouble. 


I am afraid I have already talked too much. Maybe I had better 
stop at this point and let you gentlemen ask questions of me. 


SITUATION IN FORMOSA 


The Cuarrman. Tell us about the situation in Formosa then. You 
mentioned that. 

Mr. Rosertson. Well, Senator, the information we get out of 
Formosa is that the national government there has done a pretty good 
job. They have improved the situation tremendously, particularly in 
comparison with what existed when they moved in. 

Of course, a tremendous economic problem was posed when all 
these people from the mainland were suddenly superimposed on their 
economy. 

For a number of years they have had a Dr. K. C. Wu, as governor. 
He in my opinion, is one of the ablest and best types of Chinese. I 
know him very well. He was educated in this country taking his 
Ph. D. at Princeton. 

He knows not only the oriental viewpoint, but the occidental view- 
point as well as any occidental does. He is a very high type, able man. 

He has been a very constructive force in their government there. 
He has recently resigned. He has tried to resign for a year or two 
on account of ill health. 

We feel about Formosa like we do about all the rest of the area. 
That it is to our mutual advantage to stabilize that situation. For- 
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mosa, incidentally, has the second largest anti-Communist army in 
the Far East. We think it is very much to our interest. to help equip 
that army, maintain it, keep it strong, and to do what we can to help 
stabilize the economy of Formosa. 

If I understand our military authorities correctly, they think that 
Formosa is a strategic area from the standpoint of our own defense 
and security. 

So our program there is dedicated to the same general objective. 


SITUATION ON THE COAST OF CHINA 


The CuatrMan. Can you tell us now how the situation is in China? 
We have taken our fleet out. What is the effect on China? What is 
the effect on the Communists in China? They seem to be able to pro- 
vide the Communists in Indochina and Laos and other places, inelud- 
ing Korea, with plenty of fighting material. 

I was just wondering what the situation is on the coast of China. 

Mr. Roverrson. I have no information particularly that there has 
been any great change in that situation. I understand that the reason 
we released the fleet from its earlier mission with respect to mainland 
China was that the fleet really, under the old setup, acted as a protec- 
tion to the coast of China. We had stated that one of the conditions 
of our protecting Formosa was that we wouldn’t allow raids on the 
mainland, 

The Chinese Communists, with their flank pretty well protected, 
were free to engage their forces anywhere they wanted to. 

I was glad personally when the restrictions were removed. 

The CHarrMan, I had the same understanding you did, I was 
wondering what has happened since. 

Mr. Roserrson. I do not think anything very material has hap- 
pened since. 

Senator Mansrretp. Mr. Chairman, may I ask a question. Do you 
mean to say that the Seventh Fleet kept the Chinese Nationalists from 
invading the Chinese mainland ¢ 

Mr. Ropsertrson. I understood that one of the conditions on which 
we had our fleet there was that the Chinese Nationalist Government 
would take no action, no provocative action, that would, in any way, 
involve us or embarrass us. 

Senator Mansrre.tp. We have evidence before this committee, and 
some of us have noted for years, that for the past 3 years guerrilla 
attacks have been carried on aol commando attacks have been carried 
on on the China mainland. 

Could you tell us how much of a fleet the Seventh Fleet actually 
was in that area? 

Mr. Rosertson. No, I cannot. I wasn’t with the Government then. 
I wasn’t acquainted with the details. Your information is infinitely 
better than mine on that. 

The Cuatrman. Any further questions? 

Senator SparkMAN. Members of Congress have gone over and vis- 
ited the Nationalists on those islands right near the coastland. I have 
been over on Formosa a couple of times, but not on any of the islands. 
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I think the very fact that there has been no stepup in raids on the 
continent, on the Chinese mainland, since the removal of the so-called 
restrictions on the Seventh Fleet is sufficient proof that so much 
that was said about it being used to afford protection to Communist 
China has been demonstrated to be pure fiction. 

I noticed General Chase the other day gave a report in which 
he said in his opinion the Nationalist Chinese troops on Formosa, 
with the aid of the Seventh Fleet, would be able to defend Formosa. 

Mr. Roperrson. You didn’t mean to say that the fleet had been 
taken away. The fleet is still there. 

Senator SparKMAN. He said that he meant the restrictions were 
removed. 

Mr. Ronerrson. They have a different mission. 

Senator Mansrtevp. It is there in just about the same numbers, 
too, 

Senator SparKMAN. That is correct. It still has the same old mis- 
sion of helping the Nationalists on Formosa to defend Formosa. 

I want to make it clear, Mr. Secretary, that I am just as strong 
as anyone for what we are doing in Formosa, namely, building up the 
Chinese Nationalist forces. If left alone they could not today defend 
Formosa. General Chase recognized that fact when he said the other 
day, that with the assistance of the Seventh Fleet, they were now 
able to defend Formosa. 
(Discussion off the record.) 













PROGRAM CAPABILITIES AND COMMUNIST INFILTRATION 

Senator Guuterre. Mr. Secretary, perhaps it is unfair to ask you 
this question in view of the limited time you have been in the State 
Department, but you have, of course, been over in that area for a 
number of years. 

At the outset of your statement you outlined our great interest 
in this huge area, in which some 290 million people live with tre- 
mendous resources; and you mentioned the dire consequences that 
would ensue if this area ‘fell to the Communists. You pointed out 
our great interest in keeping it from Communist control. 

I am in hearty agreement with you. But you spoke of the fact 
that their dire poverty, their illiteracy, along with other factors, 
made it a very fertile field for Communist infiltration or aggression 
through infiltration or by some other method. 

My question is this: To prevent that consequence, there would be 
two methods that might be used. One would be military aid, and 
the other would be economic aid of sufficient magnitude to materially 
change the picture, so that the will to resist, the will to keep outside 
of the Communist orbit, would be increased. 

Is there anything in the program that we have outlined here that 
would do either one? Is there some provision that would either fur- 
nish military strength sufficient to enable these people to withstand 
a Communist force or sufficient help that would enable them to build 
up their economies to enable them to resist from the standpoint of the 
desire to stay out of the Communist orbit ? 

Isn’t it entirely inadequate for either purpose ? 
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Mr. Rosertson. Senator, if you do not mind, I would prefer your 
asking the military about the military question involved, because I 
do not feel ualified to pass on them. 

Senator Guiarh Surely. 


ECONOMIC APPROACH TO PROBLEM 


Mr. Rosertson. From the economic standpoint, I do not think 
there is enough money in the United States Treasury to furnish to 
the poor peoples of the world all of the things needed to give them 
the standard of living we would like to see human beings have. That 
is a long process of evolution. 

You have to solve a great many basic economic problems inherent 
in the areas themselves before you can do that. 

But the kind of thing we are doing, it seems to me, is sort of a 
stopgap, an attempt to keep these people on our side. 

Take the question of food. There are thousands of people in Asia 
who die every year from starvation, and there are hundreds of thou- 
sands of others who never know a day when they have enough to eat. 

When we go into these various countries, particularly in southeast 
Asia, the rice-bow] area, we teach them how to improve and increase 
their output of food. Just take one item, it is wonderful what a 
little fertilizer will do. We encourage industries that will really help 
them to be self-supporting, to make a contribution to their own econ- 
omy, for instance, a fertilizer plant where they can manufacture their 
own fertilizer, rather than our bringing it to them. I am using that 
as an illustration of where we can help. 

All the problems that you mentioned, Senator Gillette, are there. 

As I said before, it seems to me that what we are trying to do, 
within the limits of our resources, is to help stabilize their economy, 
because when there is an economic callapse the government generally 
goes down with it. That is when the Communists walk in. 

We know perfectly well this program will not ideally serve our 
purposes, We hope, however, that it will help us achieve our basis 
of objectives. 


HUMANITARIAN VIEWPOINT COMPARED TO GOAL OF FREE WORLD 


Senator Gruterre. Mr, Secretary, that may be very desirable from 
a humanitarian standpoint; and may I say again I am 100 percent 
in agreement with it. But if our objective, as you state, is to keep this 
area from falling within the Communist domination, then, it seems 
to me, that the economic situation, coupled with the factors you have 
cited here, such as the reluctance of France to continue their partici- 
pation in that area, the desire of the French people to get out of the 
area, and the antagonism of the people locally against colonialism at 
all times, show it is the very essence of futility to go on in a program 
of two-prong aid. You cannot transmute this economic aid if you 
doubled this amount. It cannot be transmuted into military aid 
sufficient to withstand an attack that could be thrown into that area. 
We had the example here the other day of Laos, when the French 
were entirely inadequate to meet it, even with any help we could 
offer. 
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It seems to me, in this picture of this aid as we are envisioning 
it for the purpose of reaching our goal, that we have to realize that 
it is so pitifully inadequate, that their excuse for putting it in there 
seems to me, as I said a moment ago, the essence of futility. 

Mr. Rozertson. I do not take as hopeless a view of that. I wasn’t 
talking about our doing this from a humanitarian standpoint. I 
think this billion and a half dollars we are talking about in military 
and economic aid for the area should be appropriated and used pri- 
marily from the standpoint of the free world’s global war with 
communism. It should be dedicated to that purpose. We haven’t 
the time or the money now to be engaged in limitless humanitarian 
expeditions around the world, because we have a more important job 
to do before we do that, and that is to keep our own free world from 
collapsing. 

We call one type economic aid, but the purpose of the whole thing 
is to stabilize the situation to the extent that we can and to strengthen 
them in their local resistance to communism. 

It certainly will not give you an ideal result, I am perfectly sure 
of that. 

Senator Gittertr. Thank you, Mr. Secretary. 

That is all, Mr. Chairman. 

The Cuarrman. Do any of you gentlemen who came in late have 
any questions? Mr. Robertson has gone over the far eastern situa- 
tion, and he has told us about the situation there. 

Senator Knowland. 


COORDINATION OF ECONOMIC AND MILITARY APPROACH 


Senator KNow.anp. I have a couple of questions to ask. What has 
been done to date, or what thought is being given on both the military 
and the economic end, to set up a coordinator for this entire far 
eastern picture? It seems to me that, unless you have the economies 
of what is left of free Asia tied together and ultimately have the 
military potentials in the various areas of free Asia tied together, 
ou can dissipate your individual forces or your individual economic 
aes On the interior lines, the Communists in Indochina, under 
Ho Chi Minh; the Communists in China, under Mao Tze-tung; and 
the Communists in North Korea, under Kim I] Song, are all oper- 
ating under one fountainhead, in getting economic help, getting their 
military supplies and developing their military strategy. 

What have we done to offset that? 

Mr. Rosertson. I agree with you that we have one common enemy 
in whichever country he operates. This United States program, as 
you know, is administered by Mr. Stassen’s organization, and I am not 
in a position to answer your question on coordination. In the month 
I have been here I have not become familiar enough with the details 
of his organization to know to what extent they have coordinated 
the various programs for the area as a whole. 

Senator Know.anp. The MSA people and the military people, when 
they testify, ought to make clear on the record what has been done 
to coordinate both the economic and the military parts of the whole 
program. 

I would go one step farther, even beyond our own economic mission, 
so the right hand will know what the left hand is doing. What has 
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been done to coordinate the activities of these various governments 
that are still free and outside of the Iron Curtain, so they will, to 
the extent possible, be mutually self-supporting ? 

[ think it is a very real problem. ‘There may be no solution of it at 
the moment. I think some day somewhere we are going to have to 
find an answer to the problem. 

Mr. Rosertson. I agree. 


STEPS TOWARD COORDINATING POLICY IN FAR EASTERN COUNTRIES 


Mr. Woop. Governor Stassen received recommendations from some 
of these teams of businessmen on this subject, and he discussed it with 
them at some length. He has also been discussing this question with 
both the State and Defense Departments, and has indicated that he 
does plan, subject to working out the methods in detail, to appoint a 
coordinator for this area in order that these very desirable objectives 
you mentioned may be advanced. 

L was out in this area last fall and I was very much impressed with 
the various things that were being done, more or less spontaneously, 
to bring about closer relationships between certain of these countries. 
Some of them were being done with our stimulation. 

For example, when I was in Thailand, some people from the Agri- 
culture Department of the Philippines were exchanging views with 
their Thai counterparts on problems of rice culture and rice pro- 
duction. There had also been a mission from Vietnam in the Philip- 
pines to discuss their educational programs. ‘There is sort of a de- 
veloping consciousness of common interests that is stimulated in a 
very sound way, to a great extent, it seems to me, by such things, 
which are increasing. 

We have had a number of conferences with the MSA mission chiefs 
in that area and their staffs exchanging views on these problems. 
These things are devolping, and I think that the plans now under 
consideration by Mr. Stassen and the other departments will event- 
ually, in a very substantial way, make strides in that direction. 

Senator Know.anp. I think the people out there know the need 
for it even if we do not. I noticed the other day, for instance, the 
Republic of China on the island of Formosa was in the process of 
entering into a new agreement with Japan, by which they increase 
by several fold, the amount of trade between those two countries, 
Japan having a need for rice and the island having more rice to export 
than they originally contemplated. That is, of course, beneficial to 
both countries, and to this country, which otherwise might have to 
supply the deficiency. 

Mr. Woop. There are a number of such developments. We think 
it is important to stimulate them on any sound basis on which they 
can be stimulated. 

I think another instance was mentioned by General Bradley here 
the other day. He reported that some of the people in Vietnam, 
and some of the French there, too, had gone up to Korea to observe 
the process and methods of training of the ROK divisions. There 
is an increasing interchange and, I think I can say, an increasing 
clrawing closer together, among the peoples in this area. 
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TRADE BETWEEN JAPAN AND SOUTHEAST ASIA 


Senator Smirn. Has any evidence been offered here about the prob- 
lem of trade between Japan and southeast Asia ? 

Mr. Woop. We have not yet discussed that. We will be glad to 
go into that. 

Senator Smrru. That was one of the pressing questions when I was 
out there 2 years ago. They couldn’t go back to trading with China 
according to our policy, but they needed some area with which to 
trade. 

Mr. Woop. It isa ve ry pressing quest! ion. If they do not trade with 
the mainland of China, there is a necessity for closer trade relation- 
ships with the other countries in this area. 

Senator Smriru. It is very pressing, I think. 

Mr. Woop. It seemed to me, when I was out there, Senator Smith, 
that the feeling against the Japanese which arose out of Japanese 
actions during the war, while still a factor, had to a very considerable 
extent, decreased since the war. 


RED CHINA AND THE UNITED NATIONS 


Senator KNow.anp. I have one additional problem to raise which 
I think needs to be discussed here in the Foreign Relations Commit- 
tee. I could get no satisfaction whatsoever out of the speeches made 
in the House of Commons yesterday by Mr. Churchill and Mr. Attlee 
in regard to this Korean situation. It seems to me that the clear 
implication of their speeches was that unless we went along on this 
Communist proposal and did not question it too much, either by in- 
quiry or insisting on modifications, we must be prepared to go it 
alone in the even “things take a turn for the worst. 

Mr. Attlee clearly in his questioning of Mr. Churchill pointed out 
that Communist China should be a member of the United Nations, 
and Mr. Churchill’s response was, if you recall, not while they are 
fighting in Korea, which is certainly a clear implication that the 
present government of the hour in Britain as well as the opposition 
that might take over at any time, are prepared to strongly urge the 
admission of Communist China. If that happens, I think you are 
going to have a great adverse moral factor in all of Asia. We are 
again going to be faced with a situation, if we take a contrary atti- 
tude, that we will offend the Chinese Communists. Then we will 
have to go it alone if the truce is broken. 

Once you get China into the United Nations, you have to then re- 
move the Nationalist Government on Formosa from that organiza- 
tion. Then the Chinese Communists will be coming before us and 
will be acting on the same basis as Mr. Hitler did in Munich when 
he said, “If you will only give us the Sudetenland, we will have no 
further territori: al claims in Europe.” I think the Chinese will say, 
“If you give us Formosa, we will have no further territorial claims 
in Asia.” 

If we ever yield on that point, and we might have to go it alone, 
the chances of saving anything in Asia goes down the drain. 

I hope the Department is not as pessimistic as I am on the outlook, 
but I think a very realistic approach to the problem must not in our 

calculations overlook the fact that inevitably we are going to be faced 
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with this whole sequence of demands upon us. At each point we are 
going to be faced with the clear implications of Mr. Churchill’s and 
Mr. Attlee’s speeches ; namely, if we do not yield on it, we go it alone. 

Senator Ferauson. Not having heard all of this discussion, I won- 
der if there is anything that we would go along with in Mr. Churchill’s 
und Mr. Attlee’s statement to this degree; that we do it after the shoot- 
ing, as Mr. Churchill indicated, or do it now, as indicated by Mr. 
Attlee ? 

Mr. Roverrson. When you are finished with me, I am going to a 
meeting of the Planning Board of the National Security Council to 
discuss this very question. 

What I say now reflects only my personal viewpoint, because there 
is not a Department viewpoint that I can express now. It is a subject 
that is under consideration and discussion. The Secretary is in Egypt, 
as you know. 

So what I say about it now represents a personal viewpoint, not an 
official one. 

Senator Fercuson. Isn’t there fear that there will be a crystalliza- 
tion of the ideas that have been expressed in Britain if we do not take 
a stand in opposition? Wouldn’t silence give a certain consent to that 


being our program also? 


DISCUSSING AMOUNT OF AID FOR FAR-EASTERN AREA 


The Cuatrman. Mr. Secretary, just one question that I want to ask 
you in view of this picture that we all agree is critical. Events in 
the next 4 weeks will determine whether or not there should be any 
particular aid for this section. 

Mr. Roserrson. I cannot elaborate much more on what I said. 

The Cuatrman. I want to get your understanding on that, because 
I think the same thing is true more or less in other sections of this 
globe. If we are running into a very critical period and if we face a 
situation where we cannot hold the line with our allies and they do not 
want to hold with us, then we have a duty to see what we can do in 
certain areas that we can hold. 

Mr. Rosertson. What I feel very strongly, Senator, for what it is 
worth, is that this isn’t the time when we can quit fighting. 

The Cuatrman. I do not mean that. 

Mr. Rorertson. As I tried to outline before, I believe that this pro- 
gram in Asia is in our own interest and that of the free world. I think 
the moment we stop exerting our influence and our prestige and our 
aid in Asia, it can flow into the Communist orbit very easily. I believe 
it is well worth the calculated risk we are taking to implement this 
program, because the alternative is to do nothing. If we do not do 
anything, I believe we can count on some of these areas falling into 
the Communist orbit as a result of subversion and aggression. 

I think we must make the utmost effort. Because, if southeast Asia 
goes into the Communist orbit, it might make India highly vulnerable. 


IMPLICATIONS OF SILENCE RELATIVE TO FAR EASTERN POLICY 


Senator Fereuson. If we remain silent while this is going on in 
3 


the House of Commons, giving us an indication of what the British 
are going to do here, could these people who are with us now in Thai- 
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land and in Indochina and Indonesia and all the other places, feel 
that we may let them go? This silence would then be very detri- 
mental, because we all realize what the situation is. There are num- 
bers of Chinese in these various countries who want to trade with their 
mother country. If they get the idea that mother China is going to 
come into the United Nations and be a great power, they would im- 
mediately want to go over and agitate for it, no matter what the 
Government would want. Which government there was would mean 
very little to them, if they could trade at home. 

Don’t we have to announce ourselves and take a side here? 

Mr. Roperrson. I haven’t heard any sentiment expressed at any 
policy level in our State Department who was in favor of setting up 
Red China as a member of the United Nations. 

Senator Futsricut. Not since you have been there? 

Mr. Rosertson. Not since I have been there. 

Senator Futsricnt. Do you think they permanently can be ex- 
cluded, no matter what happens? 

Mr. Rosertson. I haven’t heard it expressed that way, and I didn’t 
define it that way. I have heard no sentiment in the Department for 
seating China. 

I have been there for 35 days and it is too short a time to be fully 
familiar with the thinking. As far as I know, however, there is no 
sentiment in favor of it. 

The Cuatmrman. Senator George, have you any questions? 


POSSIBLE POLITICAL SETTLEMENTS IN KOREA 


Senator Grorce. I didn’t hear the Secretary’s earlier statement. 

What pressures will be brought on us will hinge, will they not, Mr. 
Secretary, on what is done about this truce? Isn’t that the view that 
prevails in the State Department ? 

Mr. Rosertson. I am sorry, but I didn’t understand your question. 

Senator Grorce. I say the strength of the pressures that will be 
brought on us so far as the political settlements are concerned—I 
mean division of Korea, and seating of Red China at the U. N.— 
depends on what is done with this truce, doesn’t it? That is the im- 
mediate problem before us, isn’t it? 

Mr. Roserrson. Yes, sir. If we get the truce, we will go into a 
politic al conference. 

Senator Grorer. And then will these issues arise? 

Mr. Roperrson. I think the position is that in the political confer- 
ence we will discuss only the settlement in Korea, and that these other 
Far Eastern questions we are talking about, will not be discussed. 

Senator Georcr. That will be our side of the issue, but don’t we in- 
evitably face these other issues if this truce is accomplished on the 
basis that is now under consideration ? 

Mr. Ropertrson. In my opinion, you do, because I do not think you 
will be able to avoid it. 

Senator Grorez. The Communists have come pretty close to ac- 
cepting the truce terms that we laid down. I do not mean to say 
that they have gone all the way, but they have said that they won't 
insist on the forceable repatriation of these North Koreans and 
Chinese who do not want to go back. We will agree that they will 
be put under this commission, which, of course, has received our 
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approval at least as respects two of those countries. I am talking 
about those steps we have taken, although in a slightly different con- 
nection. 

te ussion off the record.) 

The Cuarman. We will need you later after you have attended 
this meeting, so we may find out what took place there. 

We thank you, Mr. Secretary. 

You may now carry on, Mr. Wood. 


DOCUMENTS SUPPLIED TO COMMITTEE 


Mr. Woop. We had planned to go on with the military and defense 
support programs in this area. However, before I turn to General 
Stewart, our next witness, I should like to call your attention to some 
documents which have been supplied to the staff and which the com- 
mittee may find useful. We apologize that they haven’t been here 
before. 

First, there is a set of papers on those countries in this area in 
which there have been mutual security programs. They are Formosa, 
Indochina, Thailand, and the Philppines. 

Second, we have made a new, and I trust more useful, compilation of 
the figures in this program. It is on these long sheets. One of them 
is entitled “1954 Authorization Request by Country—Summary All 
Titles.” The advantage of this compilation is that it brings together 
all the programs—material, training, mutual-defense financing, spe- 
cial economic assistance, and so forth. We have a similar and com- 
parable compilation for the year 1953. 


We regret that we were soil to prepare these compilations earlier, 
but we have been wor king day and night to put these programs to- 
gether, and this is the first occasion on which we could give them to 
you in this form. However, you had these figures in a less usable 
form before. 

Now, if I may ask General Stewart to proceed with the military 
program in the various countries in this area. 


DISTRIBUTION OF FUNDS FOR TITLE III 


General Srewarr. Mr. Chairman, I believe it is already entered in 
the record, = asa ote for this discussion, the distribution of funds 
for title III, as shown on the mimeographed sheets previously fur- 
nished to the committee is a total of $1,081,620,493, for the title III 
countries, of which $67,748,157 is to be used for packing, crating, han- 
dling, and transportation, and $22,527,750 for training purposes, and 
$992,058,191 for materiel. 

The distribution between army, navy, and air forces of those coun- 
tries is that the Army will be given $686,000,000. This is materiel 
only. 

The Cuatrman. How much will that be? 

General Stewart. From the materiel funds, the Army will receive 
$696 million, the Navy $65,835,000, the Air Force $230,227,191. 

The distribution between countries is shown on the sheet and is 
classified information, but the information I just read is unclassified. 

To come to the forces we will support, take first Indochina, and our 
objectives in this military program in Indochina is to assist in strength- 
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ening the ability of the French and the non-Communists and indige- 
nous forces to restore and maintain internal security and to discourage 
and resist Communist aggression. 


DELIVERY SCHEDULE 


Senator Smrru. How soon can deliveries be made of those things 
that you have been telling us about ? 

General Srewarr. Those items that are in stock, a limited number 
of items that we might find in stock, could be delivered about 6 months 
after the approval or the appropriation of the funds, Some of the 
equipment might not be delivered in 18 months. 

Senator Frravson. Does that mean that you wouldn’t have the 
fighting unit until you have it all delivered ¢ 

General Stewart. No, sir. Deliveries consist of a continuation of 
support for existing units plus a small buildup for any increase in 
forces. 

Senator Smirn. If it takes 18 months to get a good part of it and 
6 months to get any of it, it won’t do any good if they have a sustained 
drive. 

General Srewartr. We have not accomplished the physical delivery 
of all the equipment provided by previous appropriations, and there 
will be a continuous flow. This will be delivered as fast as we can get 
it. We cannot translate an appropriation into immediate deliveries. 

In some cases, like ammunition, if we have it in stock when the pro- 
gram is made up, we deliver it. 

Senator Frercuson. Some of these items are already in stock here 
in America; isn’t that right ? 

General Srewarr. Undoubtedly there will be some of them in 
stock ; yes. 

Senator Frercuson. Why does it take 6 months? 

General Stewart. It won't. 

Senator Frrauson. How much of it can be delivered immediately ¢ 

General Srewarr. A great deal of the ammunition will go very 
promptly sir. We are getting a lot of ammunition now. Most of 
this French Indochina equipment is a reasonably simple type. 
Most of it is small arms, ammunition, motor vehicles, with some 
artillery. We are able to deliver that type of equipment much faster 
than we are the fire-control equipment for an antiaircraft battery, or 
something like that, of course. 

I wouldn't say we will deliver all of this by a certain time. That 
is an utterly impossible question to answer truthfully. 

Senator Frercuson. Are you busily engaged shipping all the time 
on that ? 

General Srewarr. Yes, sir. We are more than busily engaged. 

Senator Frercuson. How much is going monthly ? 

General Stewart. I can get that, sir. 

Senator Fercuson. How much was it in 1953? 

General Stewart. I have that on the previous sheet furnished 
you. 

The Crarrman. We have here the exhibits showing what each 
of these countries has gotten and I presume the summation you gave 
us of what Indochina got in a lesser degree indicates what these 
others have gotten? 

General Srewarr. Yes, sir. 
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REQUESTING BREAKDOWN OF TOTAL AMOUNT 


General Srewart. We have a program for the following countries 
which I am not sure we have actually gotten into the record. In 
addition to Indochina, for the Nationalist Government of the Repub- 
lic of China, for the Philippines, for Thailand, and we are asking for 
certain funds for purely maintenance and training purposes for 
Japan. We do not at the present time have a bilateral agreement 
with Japan. 

But we do intend to give them some support in raising and equip- 
ping defense forces in Japan. 

The Cuamman. Under title III, which you have been testifying 
to, total amount appears to be $1,081,620,493. You recall Senator 
Knowland yesterday reminded us that the Senators on the Senate 
floor will want a breakdown of that. You say we are not able to 
break that down for them because you won't permit us to make public 
the testimony showing such a breakdown. But you did state yester- 
day, at least Mr. Wood did, that he was going to think about this 
matter and going to get something in the record that might be a better 
explanation of the total amount. 

Have you arrived at that ! 

General Srewart. I took that up immediately after I got back, sir, 
and I have not yet reached a decision. I pointed out those factors 
that you gentlemen have mentioned. I stated it is my opinion that, if 
we did not get a release on this, it would be very embarrassing in getting 
the bill approved. It seems to me the issue is a matter of weighing 
between which is more valuable—getting the bill approved or incurring 
the risk that will go with disclosure. I put it up to the proper people, 
and I have just received word that my immediate superior advises that 
it is being worked on. 

I haven't gotten it cleared for the individual countries. 

The CuairMan. We will continue for a few days and abide your 
decision at that time. You will go before the other committee, the 
Armed Services Committee, and they will undoubtedly want the same 
information. They want it so they can talk intelligently to the rest of 
the Senators. 

(Nore.—The information referred to above appears on p. 804 of this 
volume in the appendix.) 

General Stewart. They raised the same issue and gave us a very bad 
time on the same issue. 

The Cuarrman. What else do you have ? 

General Stewart. I can give you any additional information on the 
other countries that you desire, sir. 


DEFENSE FINANCING 


Senator SparkMAN. Before he gets away from this particular area, 
I wanted to ask him one question about Indochina. I refer to the 400 
million under special defense financing. Is that 400 million the train- 
ing of the Vietnamese forces ¢ 
{r. Woop. That 400 million is a special item which is defense finan- 
cing. It is to be used for financing of the production in France and 
the furnishing of Indochina of items which are required to carrying 
on the war in Indochina. It has, as I testified at a previous session, a 
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dual effect. It does make it possible to supply these goods for the war 
in Indochina and it also has the effect of lifting some of the burden of 
carrying that war off the backs of the already overstrained French. 
It has this second result because it will be paid to the French and 
specifically identified with the items required to be produced in France 
for use in Indochina. These payments will assist the French with 
their balance-of-payments problem, because they are paid in dollars, 
and will also help them with their budgetary problems. 


ASSISTANCE TO INDIA 


Senator Sparkman. One more question in that area, if I may, Mr. 
Chairman. It relates to India. 

I understand that for India, for regular technical progress and de- 
velopment, there is alloted $30 million; and then for special economic 
assistance there is $79.9 million or a total of $109.9 million to India. 
Is that special program the one to help carry out the 5-year plan ? 

Mr. Woon. That is designed among other things, to do that. 

Senator Sparkman, we have planned, subject to the approval of 
the committee, to have one session specifically devoted to this tech- 
nical assistance—point 4—program. 

Senator SparKMan. I see. You are now just covering the military 
and defense support in these areas. 

Mr. Woop. Now just covering the military and defense-support pro- 
grams in these areas. 

Senator Sparkman. I thought you were covering areas. 

Mr. Woop. The answer to your question is substantially, yes. 

Senator Sparkman. Yes. 


PROCEDURE 


The Cuarrman. What do you want to do now? 

Mr. Woop. We would like to go on, if you please, with the military 
programs in this area, and then, when General Stewart is finished, I 
thought I would ask Dr. FitzGerald to discuss the defense-support 
pone in Indochina and in Formosa. If you would prefer to have 

r. FitzGerald cover Indochina now we are prepared to proceed that 
way. 

* he Cuarrman. Use your own judgment. 

Mr. Woop. Why don’t we run right down through the military pro- 
grams? Then we will return to Indochina and Formosa for a dis- 
cussion of defense support. 


MILITARY ASSISTANCE TO NATIONALIST GOVERNMENT OF CHINA 


General Stewart. Mr. Chairman, our objectives in providing mili- 
tary assistance to the National Government of the Republic of China 
is to provide military assistance to increase the potential of the armed 
forces of the Nationalist Government of the Republic of China. 

Our assistance there is largely in equipping and gradually moderniz- 
ing the equipment of the ‘forces already in existence, as opposed to our 
discussions on NATO where we have been constantly striving to bring 
new forces into being. 

We are supporting the army in this gradual modernization. Our 
effort, as I say, is each year to increase the effectiveness of those forces. 
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Now, we are doing the same thing in the navy largely through 
repair and rehabilitation of such vessels as they have. We are also 
building up some air force for them. 


PURPOSE OF PROGRAM IN THE PHILIPPINES 


General Srewarr. In the Philippines, sir, our purpose with the 
military assistance program in that country is to assist the armed forces 
of the Philippines to become sufficiently strong to suppress the Huk 
rebellion, and to reestablish and maintain internal security, and to 
discourage external aggression. 

We are giving them equipment, and with each year we try to im 
prove the equipment, replace their losses, give them the ammunition 
for training. 

ECONOMY OF FORMOSA 


Mr. Woop. Mr. Chairman, Dr. FitzGerald is now prepared to 
give you a report on the programs of defense support in Formosa 
and Indochina. These are the only countries in this area which are 
listed for defense support in the table. 

Mr. FrrzGrravp. Mr. Chairman, I discussed briefly Formosa and 
Indochina, in that order, and will leave for the record a Far East 
data book, which contains all the unclassified information available, 
and a brief report of 6 or 8 pages on specifically the defense-support 
programs in those 2 countries. 

In the case of Formosa there are very encouraging signs very sim 
ilar to those that I mentioned yesterday in the case » of "Greece, indi 
cating that the economy had begun to stabilize, and to provide at least 
part of the economic base for “the maintenance of both the civilian 
population at a slightly improving standard of living, and of the 
armed forces. 

Wholesale prices in Formosa, which had been going up astronom 
ically for 10 or 15 years, had stabilized at the beginning of 1952, and 
had remained relatively stable for the last year. 

The Chinese budget, which in 1950 was out of balance to the ex- 
tent of about one-third, for 1952 is estimated to have been almost 
balanced with substantial support from counterpart funds and in 
creased tax revenues. The forecast for this current year—its De- 
cember 31 year-end figure—is that tax revenues will be further in 
creased and that even though there will be an increase in extraordinary 
expenditures no deterioration in the budgetary position is anticipated. 

These are, of course, encouraging signs of the fact that Formosa 
has got control of its economy to a very substantial and encouraging 
extent. 

DEFENSE SUPPORT FOR FORMOSA 


The program which the Agency is suggesting for next year is for 
$70 million of defense support, plus the $30 million in the end item 
common use program which Mr. Wood mentioned earlier. 

The $70 million and the $30 million common-use program are sub- 
stantially the same magnitude as those of last year, as you will see 
from the tables that were distributed earlier this afternoon. 

The $70 million defense-support program is broken down in the 
summary tables which I believe you have before you into nine cate- 





MUTUAL SECURITY ACT OF 1953 307 


gories, of which Formosa—the largest of which is the maintenance 
of essential supply category, which means the shipment into Formosa 
of this volume, $40 million worth of civilian raw materials, food, 
manufactured goods, and other commodities needed to maintain and 
expe and the civilian economy of that country. 

The counterpart of those imported supplies goes into the budget 
of the Republic of China and is used to support the internal costs of 
the other related projects, looking toward the development of and 
the building up of the underlying economic strength of the country, 
and of certain military projects. 

A portion of the dollars is also needed to pay for the dollar elements 
in those projects. The seven categories of projects which are spe- 
cifically covered include a small amount for public health, including 
particularily a continuation of rural health centers, a substantial 
program for agriculture, forestry and fisheries of nearly $14 million. 
The largest single item in that is, I believe, fertilizer, and the results 
of those fertilizer imports are shown in the increasing production in 
Formosa, particularly of sugar and rice, to the pomt where in the 
last couple of years the v: alue of exports of sugar have surpassed the 
prewar level, and rice exports have substantially increased. 

May I just correct the record, Mr. Chairman, the agricultural, 
fisheries and forestry item for fiscal 1954 is $12.9 million. The figure 
for fiscal 1953 was $13.7 million. 


EXPORTABLE SURPLUS OF SUGAR AND RICE IN FORMOSA 


Senator Smiru. Do they have an exportable surplus in sugar and 


rice this year? 

Mr. FirzGeraxp. They do now, sir, have an exportable surplus of 
both sugar and rice. 

The latest estimates that we have are for calendar 1952. The exports 
of sugar were 459,000 tons; the value of that sugar was about $150 
a ton, and I would expect it would be roughly $69 million worth of 
sugar exported. 

Exports of rice were 105,000 tons, which, at about $220 a ton would 
be around $23 million worth of rice exports. 

Those compare with, in the case of rice, exports which amounted to 
only 27,000 tons in 19% 50, 

It is probable that rice exports this year will not be as large as 
would be desirable because there has developed a tendency on the 
part of Chinese producers to hold rice in the light of some unsettled 
and uncertain situation and conditions in Formosa. Their sugar crop 
was last year relatively large, and they will have a very substantial 
carryover of sugar to export during the current calendar year. 

Senator SmirH. Do I understand from that that Formosa is self- 
sufficient so far as feeding her population is concerned with these sur- 
pluses that she can export or is that too—— 

Mr. FrrzGerarp. Yes, that is correct, if you recognize they have to 
import certain kinds of food, and export others. They have to import 
soybeans and wheat flour, for example, but the exports of rice and 
sugar more than equal in value, probably, perhaps double, the value 
of the food imports that they now have to import, the principal two 
of which are wheat flour and soybeans. 
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INCREASED POPULATION IN FORMOSA 


Senator Smirn. When I was there first in 1949, and then again 2 
years ago, they were worried by the influx of population from the 
mainland, and especially by Chiang Kai-shek’s large army. The ques- 
tion was whether they could take care of that increase in poulation, 
plus the Formosan population. Has that condition been improved 
since then? 

Mr. FrrzGerarp. Very definitely improved, sir. The population has 
increased in Formosa very sharply, as you very pointedly stated. 
The latest estimate we have on population in Formosa was 9.2 million 
in 1951, 

Senator SmirH. That is more than the figures I heard which were 
about 8 million in 1949. 

Mr. FrrzGeraxp. I do not have the 1949 figure. 

Senator Smiru. These are probably more accurate figures than any 
I got then. 

Mr. FrrzGrratp. And the estimate for prewar was 5.7 million so 
the population has gone up about 60 percent. 

Senator Smirn. Yes. 

Mr. FrrzGrravp. And I think it is interesting and encouraging that 
in spite of the increase in population, the island now has been able 
to get back its agricultural production to the point where, in effect, 
they are somewhat more than self-supporting so far as food is con- 
cerned. 

Senator Smrrn. You are pretty definite on the administration of 
Mr. K. C. Wu, who, I am sorry to hear, had to retire because of illness. 
His administration was pretty sound economically, was it not? 

Mr. FrrzGeratp. That is my understanding, sir. = * 

The question was raised earlier by, I believe, Senator Gillette, and 
the assistant Secretary of State and Senator Gillette confirmed your 
opinion of the competence of Mr. Wu. 


PROJECTS CONTEMPLATED REGARDING FORMOSA 


The other categories of projects that are contemplated in the fiscal 
1954 program include—this is the dollar element of all these projects. 
There are, of course, counterpart also which is used for them—the 
other categories are transportation, power, and other public works 
of nearly $6 million; handicraft, manufacturing, mining, and other 
industries, just over $9 million; smaller amounts, less than a million 
dollars each, for general engineering advisory services, education, and 
public administration. 

We are particularly desirous of exploring the possibilities of in- 
creasing appropriate lines of industrial activity in Formosa to the 
extent that it is feasible and desirable. 

We have been considering with 1 or 2 American companies the 
vossibility of American investment in Formosa. Those explorations 
Soon not materialized to the successful conclusion yet, but the evi- 
dence that some American companies are even considering the possi- 
bility of investing some of their own resources in Formosa is at least 
one indication of the progress that the economy has made in the last 
8 years, in spite of the carrying on the small island of this heavy in- 
flux of both military people and of civilian refugees. 





MUTUAL SECURITY ACT OF 1953 309 


QUOTING EVALUATION TEAM, REGARDING FORMOSA 


The Carman. I want to ask some questions about Formosa. I 
refer to this book that we have here. The evaluation team states: 


We are unanimously in accord with the authority that the Ambassador in mat- 
ters of policy to effect coordination has should be undisputed, and effective 
means should be provided so that he can exercise his authority. We are agreed 
that the accomplishment of this objective will probably require changes in the 
present organizational relationship among those agencies responsible for operat- 
ing the program. 

We recommend that these changes be planned and initiated in the shortest 
time possible. 


And we find this: 


Our investigation revealed a lack of satisfactory relationship between the 
field and Washington that has delayed operations unnecessarily and added to 
the difficulties faced by the mission in the field. 

Criticisms most commonly heard were that the Washington office has tried to 
operate too great an extent by remote control, particularly with respect to 
program details. 

Slowness in recruiting was obvious. An outstanding example being the fact 
that the mission still has no economic adviser. 


Do you want to comment on those statements? 

Mr. Woop. Yes, Mr. Chairman. 

Would you want to, Doctor ? 

The Cuarrman. Well, perhaps I had better read the other one, too, 
so that we can get the comments all together. 

The overclassification of material appears to have been carried to a ridiculous 
extreme resulting in an added burden of work for the staff, and the institution 
of security arrangements under which self-respecting Chinese in responsible 
positions feel embarrassed to visit the MSA building for conferences that would 
be to.the advantage of the program. 

Many members of the mission feel that there is a lack of interest from per- 


sonalized backstopping in the Washington office and teamwork in carrying out 
the responsibility. 


Then this— 


To this our evaluation team would add that it was not well impressed with 
the briefing given it in the MSA Far East division nor with the quality of 
many of its staff. We believe the headquarters staff needs evaluation, reorganiza- 
tion as much as the staff in the field. The time has now come to rethink the 
entire MSA program and to reestablish it on such a sound basis that it will 
meet the needs of the present serious situation. 

It is our conviction that the Director of the Mutual Security Program must 
now spend the next 12 months getting into these programs, doing what shall 
be done, to place the MSA organization on the most efficient basis. 

Senator Smiru. Does that apply to the whole area or just Formosa ? 

The CuarrmaNn. This refers only to the Mutual Security Program 
on Formosa. 


COMMENTING ON FINDINGS OF EVALUATION TEAM 


Mr. FirzGeraup. If I can remember the order in which you read 
those, Mr. Chairman, I can comment briefly on them. 

In the case of the first point, we are planning changes in top per- 
sonnel in Formosa. 

There are—and I believe the evaluation team indicated that there 
were—on the whole a competent intermediate staff in Formosa. 

On the second point with respect to backstopping, I think it is al- 
ways the case that the field feels that it has (a) less freedom of action 
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than would be desirable and (6) that the headquarters is not suf- 
ficiently sympathetic with its problems. 

I know from personal knowledge that the people on the Formosa 
desk in the Mutual Security office in Washington are the most zealous 
and vigorous in promoting and advancing the proposals and requests, 
the desires of our people in the field. 

If there has been too much back-stopping and fly-specking from 
the Washington end, I would expect that myself and some of the rest 
of us who have general supervisory responsibility will have to take 
the blame for that. 

On the question of recruiting, which is always a very difficult ques- 
tion, Senator, it is slow. We admit it is slow. We have found it, 
however, very difficult within the limits of the regulations with respects 
to salaries and appurtenances which we offer or may offer to get com- 
petent able people, particularly people who are willing to go to that 
area of the world. This is even more of a problem in such countries 
as Indochina, for example, where living conditions are not only dif- 
ficult, but in some instances actually dangerous. 

The combination of our limitations under which we work, our de- 
sire to get the best possible people, and the lack of candidates who are 
competent and who, we feel, will be a credit to the United States and to 
the work being done out there, has meant fairly slow recruitment, and 
we frankly admit it; we know about it; we are doing the best we can 
to eliminate or reduce the difficulty to the maximum extent possible. 


OVERCLASSIFICATION OF MATERIAL 


The Cuarmman. What about the overclassification of material being 
carried to a ridiculous extent? 

Mr. FrrzGeravp. I have not been in Formosa; perhaps Mr. Wood, 
who has been there, might comment, particularly on that. I suspect 
there is a lot of truth in that statement. 

The general tendency, it seems to me, is to overclassify information. 
We all personally spend a good deal of our time trying to see that in- 
formation is not overclassified, but I am quite sure that the report, the 
statement of the evaluation team in this respect, is correct. 

Mr. Woop. J would not change in any respect what Doctor Fitz- 
Gerald has said. I think that is a fair statement of the issue. 


QUOTING EVALUATION TEAM REGARDING THE PHILIPPINES 


The Cuarrman. Well, perhaps at this time we might get the reply 
to some of the criticisms in relation to the Philippines. 

The evaluation team, headed by Mr. Frank N. Belgrano, made the 
following critical points: 


1. Primary responsibility for the extremely poor planning job must ultimately 
rest with the MSA mission in the Philippines. 


Again quoting: 


Inadequate planning permeates the entire organization. The MSA pregram in 
the Philippines does not make an appropriate distinction between the needs for 
dollar assistance and the need for technical assistance. The Philippine program 
is unduly influenced by the well-intentioned but narrow interests of the multi- 
tude of technical assistants. 
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Of course, I realize in all these matters it is easy to criticize, but I 
think since these men are very sincere in their criticism, and since 
they have made a thorough study of the situation, it is something that 
must be taken into consideration. 


INITIATIVE IN PHILIPPINE PROGRAM 


Mr. FirzGrratp. Again, Mr. Chairman, we recognize a major de- 
gree of validity and correctness in these comments of the evaluation 
team. We do not have—there is not—a satisfactory programing oper- 
ation in the Philippines. 

There are certain extenuating circumstances, and this particular 
suggestion or comment of the evaluation team does raise really quite 
a basic question. Our mission has spent a good deal of time and 
effort, and fairly unsuccessfully, to get the Philippines to take the 
initiative in developing a program for the Philippines into which 
we could fit segments of our assistance, as we saw fit, feeling that in 
the long run it is most desirable to see that the responsibility and 
initiative for program planning and program development rests with 
the government of the country concerned. 

We have been trying and encouraging through our mission to get 
the Philippine Government to take more initiative in this matter. 
The Philippine Government has had difficulties of various kinds in 
getting its planning work effectively under way. 

In the meantime, we have not taken as much initiative as it is now 
clear we should have. We propose some changes in the Philippines 
which, we think, will substantially overcome this particular criticism 
of the evaluation team. 


REDUCING SCOPE OF PHILIPPINE PROGRAM 


The evaluation team is also correct, in our judgment, in saying 
that we have our shots scattered too widely in the Philippines. We 
have for 1954—and here, you see, you get into some more conflict, 
if you like, with the mission who, on the one hand, the evaluation 
team says, should be given more authority and, on the other hand, this 
desire to reduce our shots. 

ut, in any event, we are for 1954 substantially reducing the scope 
of our proposed program in the Philippines, taking the initiative 
here in Washington as a result of the comments of the evaluation 
team, which backed up earlier opinions that we had that we were 
scattered too thin in a number of these countries out there in view of 
the resources we have to contribute, and in view of, in most instances, 
relatively limited resources on the part of the recipient country, 
shortness of administrative staff and personnel. 

You cannot push development and programming in these countries 
any more rapidly than the countries are able to assume their share, 
appropriate share, of the responsibility of that operation. 


GUIDING PRINCIPLE OF MUTUAL SECURITY PROGRAM 
The CuarrmMan. Well, one of the criticisms is that there is too much 


emphasis on spending the amount of the funds allotted, and too little 
emphais is placed on the sound utilization of the funds. I think that 
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has been a criticism that is justified not only in the Philippines but 
in a good many places. 

It is like some of these Departments downtown that think they have 
to spend every cent appropriated to them. 

This is the first time in 14 years I have seen any Department head 
who has come out and suggested that he is reducing the overhead of 
the Department. 

The team has commented that the end results of inadequate pro- 
gram planning are proving costly not only in misspent dollars and 
time, but in the total effect of our efforts in the Philippines. 

After citing figures on some 337 employees of MSA in Manila, the 
team commented that it became very apparent that many of the divi- 
sions of STEM in Manila can be considered overstaffed with both 
Americans and Filipino employees. It added that, “We believe 
that this overstaffing is just as prevalent in the balance of the organ- 
ization, and would strongly recommend at least a 25 percent reduction 
in the total staff.” 

Now, I warn you, when we get information of this type we are 
going to face some very pointed questions when we debate this bill 
on the floor of the Senate. It is our duty here to find the reasons and 
remedies for this type of thing. 


STATUS OF PHILIPPINE PROGRAM 


Mr. Firzcrrarp. I have some of them, I believe, Senator. In the 
case of the Philippine program, I believe that the evaluation team put 
too much weight on what appears to be the program and not enough 


weight on what actually was happening. 

We started off the Philippine program this time last year, a little 
later than this, on a $30 million level. 

As the season progressed, it became apparent that sound construc- 
tive and useful projects for the expenditure of $30 million could not 
be developed this year. 

We have reduced the program successively from $30 million to $25 
million, from $25 million to $20 million. We now estimate that it 
will fall short of—it may not reach $20 million of obligations this 
year. My own personal guess is that it may run 16 or 17, possibly a 
little more than that of actual obligations, and we are not using $10 
million to $13 million appropriated by the Congress, which we had 
sarlier expected that we would be able to effectively program. 

So, I hope that you, Mr. Chairman and the committee, will feel that 
we have not on the basis of the testimony of our actual program in- 
sisted on spending money in the Philippines when it was not justified, 
and when constructive, effective projects were not submitted and 
approved. I think the evaluation team was looking at what our 
plans were rather than what was likely to materialize from the plans 
when they made those comments with respect to our excessive interest 
in spending. 

The Cuarrman. What do you say about the excess employees in your 
staff over there? You have not answered that. 

Mr. FrrzGrratp. We have the recommendations of the evaluation 
team on staffing under advisement now. We expect to reduce the 
staff in the Philippines appreciably at the earliest possible moment. 
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One of the reasons is the fact that we want to limit in accordance 
with the evaluation team recommendations the number of activities 
that we are in, Mr. Chairman, which will mean that we do not need as 
broad a spread of personnel as we now have in that mission. 

The Cuairman. I think we will recess at this time. The Senate is 
still in session and some of us do have work in the office. We do not 
get around to the offices the way we should. 

Now, tomorrow we would like to have some evidence of offshore 
procurement, if you can hit that subject. 

Mr. Woop. Mr. Chairman, we have one other country to deal with 
in this defense support. 

The Cuarrman. What is that? 

Mr. Woop. Namely, Indochina, which could be covered, I think, in 
about 5 minutes. 

The Cuarman. Go ahead. 


STATUS OF PROGRAM IN INDOCHINA 


Mr. FrrzGrraxp. In the case of Indochina, Mr. Chairman, our pro- 
gram for defense support next year is for $25 million, of which ap- 
proximately $15 million is for the import of commodities which will 
generate counterpart to help carry out some of the developmental proj- 
ects contemplated for that country. Because of the necessity for 
getting as much of an impact to the people as possible in view of the 
really critical war in Indochina, we emphasize, on the one hand, 
public health which reaches substantial numbers of people and, on 
the other hand, projects such as transportation, which are useful both 
for the economy of the country and for facilitating the movement of 
troops throughout that area. 


CATEGORIES OF ACTIVITY 


The two biggest power.and public work projects that we have are in 
transportation, and public health as far as dollar expenditures are 
concerned. 

As you probably noticed, the French devalued the piaster the first 
of this week, which will, I think, tend to correct some of the difficul- 
ties that the members of the committee had pointed out in the past, 
the leakage of resources to France through improper black market 
operations that involved both the franc and the piaster; it will enable 
us to collect a larger number of piasters as counterpart to our dollar 
aid, and will, in our opinion, enable us to somewhat better carry out 
the activities in Indochina which will supplement and support mili- 
tary activity in the field and encourage and assist the young and imma- 
ture local Indochinese governments to become more effective and 
more supported instruments in Indochina. 

As the Assistant Secretary of State said, you are not going to solve 
the problems of Indochina with $25 million of defense support. 

You could undoubtedly pour a lot more such funds in there, but 
there has to be some appropriate and proper limit. 

We feel that in balance, a program of this size will make a sub- 
stantial contribution to the securing of our objectives in Indochina 
and supporting the economy that is “really very seriously ravaged by 
the current war in the three Associated States. 
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QUOTING EVALUATION TEAM REPORTS ON INDOCHINA 


Senator Smiru. I will say that the evaluation team in this case 
gave you a little more encouraging report. I will just read these com- 
ments that our staff took from the report : 

1. The overwhelming need at the moment is a more coordinated effort between 
the French and ourselves so necessary to achieve our objectives and to enhance 
the effectiveness of the aid already being given. 

The second point was: 

Although a blanket endorsement cannot be given to all of the STEM’s activities 
or their manner of execution (for example, technical training programs have 
lagged, not all of the projects have been soundly conceived, and there may have 
been too many individual projects) we feel that in general, the STHM effort has 
yielded beneficial results. 

The third point in the recommendation is: 

We recommend that the STEM program for fiscal year 1954 be maintained at 
approximately the present program level of $25 million. On the other hand, 
we recommend a considerable redirection of the program toward technical 
training, more direct military support, and more agricultural assistance. 

In general, the report was laudatory of the MSA program in Indo- 
china. I just mention that for the record, 

Have those recommendations been brought to your attention al- 
ready ? 

Mr. FrrzGrratp. May I make one comment in connection with the 
technical training, Senator Smith. We agree with the reconmenda- 
tions of the evaluation team in this respect. We would like to do more, 
but we still have this troublesome relationship problem with the 
French. 

Senator Smrrn. I understand that. 

Mr. FirzGreraup. Who are, as you can well understand, sir, some 
what concerned about too many American technicians, preferring to 
continue in the administration, public service, and other related fields, 
with French technicians rather than Americans. 

We are working at it, and making some progress, but it is fairly 
slow, sir. 

RESULTS FROM EVALUATION REPORTS 


Mr. Woop. Mr. Chairman, may I make two brief comments before 
the committee adjourns ¢ 

The CuarrMan. Do you want it on the record ? 

Mr. Woon. If I might, sir. First, I want to point out that Mr. 
Stassen has gone over these evaluation reports with the members of 
the teams and is moving rapidly to put the great bulk of these recom- 
mendations into effect. You will have further reports, I think, be- 
fore these hearings are over, as to all the things which have been done 
in response to the points made by the evaluation teams. His report 
to the evaluation teams was given on the 7th of May, and I gathered 
from what he told me and from what others told me, that they were 
well satisfied with what he proposed to do about their recommenda- 
tions. 


OVERALL EFFECT OF UNITED STATES AID 


Secondly, in connection with Senator Gillette’s question about 
whether we can accomplish anything in this area with these funds, 
I would like to give one example. The relatively small amount of 
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defense support in Formosa has meant, and we think, will continue 
to mean, the difference between, on the one hand their being able to 
support the defense forces that they now have and to make some eco- 
nomic progress, and, on the other hand, suffering the collapse of their 
economy which otherwise clearly would occur. 

It is not a large amount of money, but we think it is a very im- 
portant factor, and that it is not correct to say that it is only a drop 
in the bucket and has no effect. Without this assistance there is not 
any question in our minds that you would have a very great and seri- 
ous deterioration. 

Senator Smirn. Are you referring to the $70 million item ? 

Mr. Woop. Yes, sir; I am doing so. 

The same can be said about the $25 million in Indochina. It holds 
the fort also in connection with the proper technical training and de- 
velopment. It is constantly increasing the skills of the people and 
increasing their knowledge of how to use their own resources more 
effectively. I do not think it can be said that this aid is merely a 
token thing which is of no value, or represents throwing money into 
something that does not produce value for us. These are small but 
very important things, and it seems to me do make a real difference, 
not only psychologically but actually. 

So far as the relatively small amounts of military end items are 
concerned, which was the next point of Senator Gillette, a few million 
dollars in a country like Thailand has a perfectly tremendous effect 
on their ability to maintain order within their own countries and, if 
invaded by small numbers, to act as a deterrent force. 

Senator Siri. It also indicates our interest in their independence. 

Mr. Woop. It has a most important psychological effect, as well. 

Finally, in the two countries which we have just discussed, in one 
of which a war is going on, and in the other of which there is a sub- 
stantial military establishment, there is no question that the aid which 
we propose, relatively small as these funds may be, will make a tre- 
mendous difference. The amounts proposed for Indochina, we think, 
may well mean the difference between an opportunity to win that war, 
and a collapse of the war effort of the French and the Indochina 
states. The amounts for Formosa will have a very great bearing on 
the further buildup of its capacity to defend Formosa in case of an 
invasion. 

Finally, Mr. Chairman, do you want us here tomorrow at 10:30? 
We could put on the OSP presentation in your committee if you are 
ready. 

The Cuaiman. That is offshore procurement ? 

Mr. Woop. Offshore procurement. 

The Cuarrman, All right; that will be tomorrow’s schedule. 

(Whereupon, at 4:55 p. m., the committee recessed to reconvene at 
10:30 a. m., Thursday, May 14, 1953.) 
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THURSDAY, MAY 14, 1953 


UNITED States SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
Washington, PP. C. 


EXECUTIVE SESSION 


The committee met, pursuant to recess, at 10:35 a. m., in the Foreign 
Relations Committee room, United States Capitol, Senator Alexander 
Wiley (chairman) presiding. 

Present: Senators Wiley (chairman), Smith of New Jersey, Taft, 
Knowland, George, Green, Fulbright, Sparkman, and Mansfield. 

Also present: C. Tyler Wood, Deputy to the Director, Mutual 
Security Agency: Najeeb Halaby, Deputy Assistant Secretary for 
[nternational Security Affairs, OSD; Luke Finlay, Deputy for De- 
fense Affairs, Office of the United States Special Representative in 
Europe; Comdr. Paul Danforth, Office, Chief of Naval Operations; 
Gen. Samuel Russell, Army G4; Col. Henry Taylor, Air Force Mate- 
riel; Col. Harry Haas, Chief of Procurement Division, Office of Mili- 
tary Assistance, OSD; John Kiernan, Procurement Division, Office 
of Military Assistance, OSD; Dennis Aughavin, Reports Office, OSD; 
Newton Schenck, Office of the United States Special Representative 
in Europe: D. P. Hill, Assistant Counsel, Office of Military Assist- 
ance, OSD: Col. Victor J. MacLaughlin, Office of United States 
Special Representative in Europe; Col. John Hauck, Congressional 
Tjaison Officer, SHAPE (United States element); and John Ohly, 
Office of Director for Mutual Security. 

The CrarrMan. We will call the meeting to order. 

Mr. Woop. May we proceed ? 

The Cuatrman. Yes; go ahead. 


STATEMENT OF C. TYLER WO00OD—Resumed 


Mr. Woop. This morning we propose to lay before you the facts 
and issues concerning the offshore procurement program and, if we 
have time, the facts and the issues concerning that word “infrastrue- 
ture” which we have heard so often. 

The two-witnesses on offshore procurement will be Mr. Halaby, 
Deputy Assistant Secretary of Defense; and Mr. Finlay, who is 
Deputy for Defense Affairs in the office of the special representative 
n Europe. 

I think they have some very interesting facts and figures on offshore 
procurement, which is such an important element in the military end 
item portion of the Mutual Security Program. 
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We will start with Mr. Halaby. 
Mr. Chairman, carry on. 


STATEMENT OF NAJEEB HALABY, DEPUTY ASSISTANT SECRETARY 
OF DEFENSE FOR INTERNATIONAL SECURITIES AFFAIRS 


Mr. Haxapy. Mr. Chairman, with your permission, this is divided 
into a progress report of what we have accomplished to date and, 
second, what it is possible and feasible to do next yea 

I think we have all the information you want. If we do not have it 
here this morning, we will get it. We have with us from each of the 
services an officer who is fully familiar with this program. We have 
representatives of Governor Stassen’s office and the MSA as well as 
the State Department. I believe we can supply the answers or go 
home and come back with all the answers you want. 

We have a tremendous quantity of documentation. I know the 
committee has only a limited amount of time, but we can go into any 
one of these subjects as deeply as you want. 

We have on the table here and on Mr. O’Day’s desk pamphlets and 
booklets, photographs of all the plants where American procurement 
is being accomplished. We have contract data on each contract let up 
to as recently as possible, and we will give you everything you want. 

We will try to answer any question that you may have. We 
wouldn’t claim this program is perfect, but we think it is going along 
very well. 


INCEPTION OF OFFSHORE PROCUREMENT PROGRAM 





It was started under Mr. Lovett and Mr. Foster, a banker and an 
industrialist, and it is being carried on with the full support of two 
great production men, Mr. Wilson and Mr. Kyes. 

We think it is well conceived and we will try to demonstrate to you 
this morning that you and the rest of us taxpayers are getting our 
money’s worth. 

The organization and progress is based upon 15 months’ experience. 
During that time we have learned a lot, and we are still learning a lot 
about procurement in Europe. Our procurement officers are getting 
some experience. They have made some mistakes, we have made 
some mistakes here in Washington. We will not attempt in any way 
to claim this is perfect, but it is a good start, and we think, as I said, 
we are putting dollars to work in a very effective way. 

It is our hope that out of this hearing you will give us any guidance, 
any criticism, and at the end, we hope, your support. 





BENEFITS OF OFFSHORE PROCUREMENT 
I like to think of these offshore procurement dollars as triple duty 
dollars. In the first place they buy hardware, and you can’see around 
the room, particularly, the 105 millimeter shell there and the 3.5-inch 
rocket, the kind of hardware that stops and disables Russian tanks. 
In the second place, they are helping Europe build toward a self- 
supporting defense production. They do not accomplish it, but they 
build toward it. They level toward the reduction of this massive 
military aid program. 
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In the third place they provide economic benefits. They provide 
dollars to close the dollar deficit, or help close it. They provide em- 
ployment in critical areas in Italy, for example, in France, where the 
Communist menace is perhaps greatest. They increase the gross na- 
tional product by a remarkable and substantial amount. In a sense, 
they are triple threat, too, because they create hardware on the line 
which is what really deters the Russians. in our opinion. Hardware 
on paper or hardware in paper planning is not what really does the 
job. The fact that we are creating a mobilization base in Europe, 
which could be utilized in the event of war is a real deterrent, on our 
opinion, 

They confront an internal threat also, because the economies of 
these countries are being strengthened to some extent by the economic 
activity engendered by the program. 

Finally, I think you cannot forget that perhaps the greatest prob- 
lem of all in Europe is the spiritual one. These dollars which we are 
putting to work in Europe are working dollars. They are dollars 
that people are learning by creating the implements of self-defense. 
We cannot help but believe that, as this program progresses, there will 
be a definite spiritual advantage as well as a material one. 


DEFINITION OF OFFSHORE PROCUREMENT 


I would like to give you a definition of offshore procurement. There 
are all kinds of procurement, but this one we are describing this 
morning is the kind where you appropriate funds to the President and 
he allocates these funds to Governor Stassen and in turn to the Defense 
Department to be used for end items; that is, to buy planes, tanks, 
yuns, ammunition, radio sets, and so on. 

We develop an end item program. We then examine the items 
of equipment to be purchased—for example, under the President’s 
request, it is about $3 billion worth of end items to be procured in 
fiscal year 1954—and we select the items we think can best be procured 
in the United States and can best be procured in Europe, Japan, and 
Formosa. We then authorize our procurement services through their 
respective departments here and agencies overseas, to place contracts. 

That is what we call offshore procurement, the placement of con- 
tracts in Europe with Mutual Security Program dollars, to be de- 
livered to the authorized recipients of the MDAP program. 

It is not, for example, procurement of jams and jellies, and food- 
stuffs for our services in Europe. That is another form of military 
procurement. ; 


BUSINESS REASONS FOR OFFSHORE PROCUREMENT 


I think I can give you 10, at least, good business reasons for doing 
it this way, for placing these contracts in Europe. I would just like 
to run through them. 

By the way, Mr. Chairman, I will, with your permission, put into 
the record a more detailed and probably a more literate statement, 
which can be used as the committee wishes. 

First, we have urgent military requirements for minesweepers, air- 
craft, ammunition, radar, and so on which this program fills. Those 
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represent critical deficiencies, according to General Eisenhower when 
he was Supreme Allied Commander, and according to General Ridg- 
way, who will speak to you next week. 

Second, offshore procurement helps create on-the-spot maintenance 
and replacement potentialities, factories which are not far away from 
the scene of possible conflict, but right on the spot. 

Third, we help create a minimum mobilization base which could 
be greatly expanded in case of a greater emergency than now exists. 

Fourth, the packing, handling, and crating of military equipment 
from the United States, which runs into millions of dollars each year, 
can be reduced through offshore procurement. For example, if the 
Soviets attack in Western Europe, we calculate that the shipping 
problem alone, as well as the needs of our own forces elsewhere in 
the world, might prevent any substantial deliveries of ammunition 
during the first 18 months. 

Next, and no mean matter itself, the influx of these dollars into 
Europe through offshore procurement will reduce the need for dollar 
aid to a substantial extent. 

Sixth, I believe you fully appreciate the fact that offshore procure- 
ment is an impetus tow: ard self-supporting military production. I 
think Mr. Finlay will point out to you the relationship between our 
cffshore procurement and what they are producing for themselves. 

Seventh, there is a multiplied contribution here. For example, 
when we come to the aircraft program, you will find that each dollar 
we have put into the production of airer: aft in Europe is matched with 
funds put up by Europeans. We are getting, we believe, a much 
vreater total of production than we would have if this wasn’t an 
American inspired and supported aircraft program. We are getting 
more than 1 for 1, in other words. 

Nine, we are starting up through this and other efforts some com- 
bined planning in the NATO international staff. General Finlay 
will explain that. Through that combined planning and through the 
use of our regular end-item program, including the offshore pro- 
curement program, We are getting a degree of standardization which 
wouldn’t otherwise have occurred. Europeans are building United 
States types, for example, and the United States types being produced 
in the United States together with the United States types produced in 
Europe are creating a degree of standardization that would otherwise 
not have existed. 

We feel that technology in Europe is being improved and the skills 
of Europe’s very important pool of manpower are being utilized, be- 
ing sharpened and made more valuable to the free world effort. 

Finally—and I come back to the item of morale—there is a tenth 
reason, a solid business reason for doing it. There is no question but 
what there will be a heightened morale due to the fact that they are 
earning their own way r: ather than getting something that appears to 
them to be much more charitable as opposed to the result of hard work. 

If I may, I would like to refer to a couple of charts to give you some 
idea of our accomplishment to date. 





: 
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PROCEDURES FOR OFFSHORE PROCUREMENT 


I might first sketch quickly how we go about this. The first phase 
is obviously the preparation of a program. The President’s special 
representative in Europe, Ambassador Draper, and his assistants, 
Fred Anderson and General Finlay, confer with General Handy and 
the procurement services located in Wiesbaden and Heide lberg and 
London. Together they prepare recommendations for offshore pro- 
curement. SRE is the one place where all the factors—the political, 
economic, and military—can be brought together into a solidly based 
program. It is not just a military program coming out of SRE. It 
is a politico-economic-military program. The program is then sent 
back to Secretary Wilson’s office. He refers it to the Army, Navy, and 
Air Force procurement people for integration as required by the 
Mutual Security Act with United States procurement. 

After this step takes place, it comes back to the Secretary’s office. 
When he has given it his approval, it is given to Governor Stassen 
and he approves or modifies it. 

It is then sent out in the form of procurement directives to the 
three services. These directives go through the Army G-4, to the 
United States Army in Europe in Heidelberg; through the Navy to 
London; and through the Air Force via Dayton to USAFE in Wies- 
baden. The headquarters place contracts in two ways: First, with a 
government. For example, one of the Air Force contracts you read a 
great deal about was placed with the British, the French, the Dutch, 
the Italian, and the Belgian Governments, so they are government-to- 
government contracts. The second is with private contractors. 

IN FISCAL YEARS 1952 


CONTRACTS MADE AND 1953 





What we have done with the money you appropriated in fiscal 1952 
and 1953 will be shown next. We have had to show an arbitrary 
cutoff date. We have been using May 2. We wanted to give you 
the latest information possible, and the at was the latest reliable in- 
formation we had. Later information is coming in now. 

The hatched or striped lines here represent fiscal 1953 and the solid 
lines represent fiscal 1952 

You remember we got started, as I said, about 15 months ago and 
we placed some contracts in the last 3 months of the last fiscal year. 
The other contracts are being placed in the current fiscal year, 1953. 
You will note here by services that the Army has 5 sategories, the 
Navy has 5 categories, and the Air Force has 3 categories. The Army, 
as of May 2, had placed contracts for 700 million approximately, 

705 million. This morning I obtained from the Army Department 
their latest figures, which show that as of the 13th of May they had 
placed sound contracts up to 812 million. 

As you see, the Navy placed 345 million, mostly for ships. The 
Air Force placed 385 million, mostly for aircraft and spares during 
the current year. 

Several very large contracts were placed on the occasion of Secre- 
tary Wilson’s and Governor Stassen’s recent visit to Paris, where, 
along with other defense ministers, Secretary Wilson signed a con- 
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tract for the British Hawker Hunter and the French Mystere—both 
are jet fighters. 
This chart will be available for the committee record if you wish. 


CONFIDENTIAL ASPECTS OF OFFSHORE PROCUREMENT 


We had the usual struggle to declassify it, but we understood you 
wanted as much unclassified information as we could give you, so 
these are provided on an unclassified basis. 

Just by way of a footnote, this is one problem that we would like 
to acquaint you with in this procurement. It is not just keeping in- 
formation from the Russians that we are concerned with here. We 
do have to keep some of this information for good, solid business 
reasons. We do not want to divulge, for example, what contracts 
we intend to place in a certain country for a certain item next year. 
Otherwise our negotiating position to bring the prices down, to get 
the best deal, is compr omised. 

The Cuarrman. You will want to go over this record, after your 
testimony and delete anything that shouldn't be in; is that right? 

Mr. Harapy. We would like that privilege, sir. 

The Cuatrman. All right. 

Mr. Haxapsy. Here is another chart. This is similar information 
done country by country this time. You will note that France is by 
far the largest recipient of procurement dollars, a total of around 
$600 million. The United Kingdom is next and then Italy. 

The red is Army, the blue is Navy, and the yellow is Air Force. 

You will notice that in Japan we have placed some contracts, 
largely for smaller size ammunition, some compasses and some other 
items, some of which go to our aid recipients in the rest of Asia. 

We also have an ammunition program in Formosa. We are trying 
on a small scale to build up ammunition production that will help 
toward becoming self-supporting. 


PROPOSED PROGRAM FOR REMAINDER OF FISCAL YEAR 1953 


These hatched markings show a rough idea of what we are expecting 
to do. I might say that we believe these are tested estimates. We 
have been bothered quite a bit in the past, as this committee knows, 
by optimistic estimates. We believe these are pretty solid estimates 
of what can be done during the remainder of the year. 

You will note since May 2, when this data was put on, we expected 
to do something in the order of 570 million in the Army, another 19 
in the Navy, and another 200 or so in the Air Force. The total we 
expect for the year to be in the range of 1.4 billion, plus or minus, 
which, added to approximately 600 million in fiscal 19: 52, would give a 
cumulative total of around 2 billion. 

With your authorization and support of last year, we are now in 
approximately a $2 billion offshore procurement business. 


GEOGRAPHIC DISTRIBUTION OF OFFSHORE PROCUREMENT 


We thought it might be of interest to you if we laid out these 1952 
and 1953 programs up to May 2 on a geographical basis. We have 
taken a map of Europe and fragmented it a bit. You will note that 
the northernmost contract is up in Oslo and Raufoss for ammunition. 
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The southernmost one is in Greece, where the Helenic Powder Co. is 
building ammunition for oye ireek forces. 
The largest program is in France where they have a substantial 


industry and the largest a of manpower on the Continent, with 
ihe possible exception of Germany. 

These little symbols, these blue spots are for ammunition. This is 
for electronics. The red dots are for vessels. The circles are for 
vehicles. The propeller for aircraft. The round symbol for aircraft 
spare parts. 

Senator Smrru. Have you lumped 1952 and 1953 together there ¢ 

Mr. Hanasy. Yes. These are all the contracts let up to May 2 of 
this year. 


FOR OFFSHORE PROCUREMENT 





CRITERIA 





Senator Smiru. What is your general policy? Do you try to place 
as much offshore as you possibly can, or do you place a certain per- 
centage of the overall program? 

Mr. Hatany. We have been operating, sir, under a very flexible pol 
icy in that regard. I would say that at the present time we are trying 
to place as much as we can offshore, as much as we can place soundly. 
We are not using a percentage rule. We are not taking an arbitrary 
amount of, say, 40 or 50 percent. There are a lot of considerations, 
as you well know, that enter into the decision how much we should 
procure offshore. 

In a moment General Finlay will discuss the capabilities side. Gen- 
eral Stewart has already discussed with you the requirements for 
end items. What we try to do is combine the requirements and the 
capabilities in order to establish sound procurement situations, and 
place as many contracts as we can in Europe. The reason, as I pointed 
out a few minutes ago, is that these are hard-working dollars. 

Senator Smiru. Does the NATO organization get the materiel that 
is produced ? 

Mr. Hauapy. The individual country gets the materiel that is pro 
duced, just like they do the equipment ‘that is progve ‘ed in the United 
States. Most of it, by far the largest quantity of it, is going to the 
members of NATO. 


PROGRESS ON STANDARDIZATION 


Senator Green. What progress is being made toward standardiza 
tion on the part of the Allies? 

Mr. Hatasy. I would say, sir, that not as much as we would like, 
but a substantial amount. On the pessimistic side, as you know, we 
have been trying for years to reach an agreement with our neighbors 
on the north on arious items. We have been making quite a “bit of 
progress in the last 3 or 4 years, but it took months ‘of negotiation, 
for example, for us to get agreement on a screw thread, just the way 
a screw thread should be made. We are both building similar bomb- 
ers. I think we are both building Canberras now and F-86, so the 
Canadian F-86 and the American F-—86 are practically the same. The 
Canberra, a bomber designed in the United Kingdom, and produced 
here and in Canada, are substantially the same. 

I would say in Europe the great strides toward standardization 
have been made through our end- item aid program and our offshore- 
procurement program. 
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Senator Green. Then, in general, United States standards have been 
adopted as an objective ? 

Mr. Harasy. On the items that are being produced with United 
States funds in Europe, that is generally true. We found some excel- 
lent French, Italian, and British designs and are using some of those 
designs because they fit in well with the equipment they have produced 
for themselves. 

Senator Green. How about the new material turned out there by 
themselves, not under our auspices ? 

Mr. Hatasy. I would say that we are not making too much progress, 

Senator Green. Not making too much, what does that mean ? 

Mr. Hatasy. Mathematically, I think it could be worked out. We 
have not mathematically exact reports of just how many of our designs 
they have converted to, ‘but I would say that there were not a substan- 
tial number where they have stopped producing an item that is already 
in their armed forces and in their arsenals and converted over with 
their own funds to our design. I would say that is minimal. That 
would be a rare case where they did that. 

Senator Green. They are continuing to produce, according to their 
own standards? 

Mr. Hanapy. Yes, sir. 

Senator Green. Then you have a great variety of standards? 

Mr. Hatapsy. Yes, sir. 

Senator Green. That makes for a great deal of trouble. 

Mr. Hatapy. Yes, sir. 

Senator Green. It is extravacant. 


PROBLEMS IN STANDARDIZATION 


Mr. Havapsy. It is inevitable when you have an alliance, a partner- 
ship of 14 different nations who have their own pride and prejudices. 
In some cases we may learn from them, and we on our side are not too 
ready to drop production in a certain plant in the United States and 
pick up a European design. 

For example, however, we are building the Canberra bomber, which 
isa British design. We can give you other examples where we adopted 
foreign design. 

Senator Green. Why shouldn’t we insist that anything that is 
produced there at our expense should be in accordance with our 
standard ? 

Mr. Hatany. That is the general rule. 

Senator Green. Why shouldn’t it be entirely so? 

Mr. Harany. Well. sir, let’s take an example of the Hawker-Hunter 
fighter. Iam not sure it is the best example. Let’s look at that for 
a moment. That is an excellent fighter, as the Air Force officer will 
tell vou in a moment. It is an outstanding British design, British- 
built fighter. It won’t do all the things our F—86 will do, but it will 
do some of the things better. 

If we provide those fighters to other members of this alliance, if 
there is a short line of supply between the United Kingdom and the 
countries receiving those fighters, if this fighter can constantly be 
improved upon in the Dutch and Belgian factories, which will be 
building them, we will get a standardization on a British fighter which 
is designed and built and car be maintained and replaced with spare 
parts nearby. 
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As you know, we have in the United States a variety of fighters, and 
there is a very healthy competition in fighter design, so that sometimes 
we drop production on some in order to concentrate production on 
others. 

Senator Green. Is that made by agreement with our allies or by 
each nation separately ? 

Mr. Hauasy. In the aircraft program we are proud of the fact that 
we have been able to work over the last year a multination production 
plan for aircraft in Europe. Bill Batt, whom I think you know, and 
Lord Ismay, together with a group of aircraft production men, some 
out of the United States, some out of England, some out of France 
and Italy, got together and worked out a plan for production in Brit- 
ish factories, French, Belgian, Dutch and Italian factories. Three 
types of airplanes are being produced as a result of their plan where 
before there might have been 6 or 7 types produced. 

The Hawker-Hunter in the United Kingdom, Belgium, and the 
Netherlands. The Mystere, Mark IV in France. Some wanted orig- 
inally to produce 2 or 3 versions, but as a result of this plan, they are 
moving toward one version of the same fighter. In the Italian case 
they are adopting our F-86D, and it is being modified as an all-weather 

fighter for them to use. 

“I wish I could be a little more specific, but in general, I think we 
are moving toward standardization. The greatest hope has resulted 
from our end item program and our offshore procurement program, 
and more and more they are producing United States types with our 
money, but only to a small extent with their money. 


PRODUCTION CHANGES AND IMPROVEMENTS AND STANDARDIZATION 


Senator Green. I can understand the justification for the policy if 
we had an indefinite goal in the future, but if you are working toward 
a specific goal in the near future, I do not see how it is justified. If 
this healthy competition, as you call it, is prevalent, that means there 
cannot be any standardization if they make some improvements in 
Belgium or in England and we adopted them. We are getting away 
from standardization rather than approaching it, are we not? 

Mr. Hauapy. I would say from my experience in the aircraft indus- 
try, which is not extensive—I was in the aircraft-production business 
from both the manufacturing and the service acceptance end—that 
this process of design and manufacture is a very dynamic one. It is 
constantly growing and changing and even, for example, the fighter, 
the F-86, that is being produced now in North America at Inglewood, 

Calif., the same piece of machinery is not being produced now as was 
aaa last year. There have been hundreds of production modi- 
fications in the process of improv ing and perfecting the airplane. The 
same applies to the tanks. It applies to almost all complicated pieces 
of military equipment. So in the absolute sense there isn’t any such 
thing as standardization, which would mean fixed design and manu- 
facturing techniques. The encouraging thing, § Senator, is that the 
trend is good. Weare not going backward. We are not just holding 
our own. We seem to be getting ahead on this. 

Senator Green. I do not understand your argument. It seems to 
me we are getting away from standardization if we are finding im- 
provements all along the line in different countries and different 
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weapons. I do not see why you stress standardization as the objec- 
tive and at the same time encourage changes and differences. 

Mr. Havasy. I think we are encouraging improvements more than 
differences or changes for change’s sake. A basic scheme, especially 
in the Western W orld, is for free research and development. Com- 
petitive research and dev elopment has over the last 50 years produced 
constantly improving weapons, a variety to be sure, ‘but constantly 
improving ones. When this is applied to the aircraft business a 
variety of proposals result. One country had 2 or 3 different types 
they wanted to build with their funds and ours. The British have 
several, and will continue to have at least two primary interceptors, 

If other countries had been brought in they would have had their 
pet designs. Yet we have come out of it with a substantial program 
based on only three types. 

Senator George, You are obliged to have some flexibility in any 
program, aren't you; if you make progress and keep current and 
up to date with your production. 

Mr. Harasy. Yes, sir. 


OFFSHORE PROCUREMENT ONLY IN END ITEMS 


Senator Grorer. Do all the American dollars we put into this pro- 
gram go into the end items or do some of those dollars go into plants 
or into construction ¢ 

Mr. Hatasy. To our knowledge none of these dollars are going into 
contracts for bricks, mortar, and construction of plants. 

Senator Grorer. You are trying to get them into the end items? 

Mr. Hauapy. Yes,sir. Weare buying end items. 

Senator Grorce. You are not building any plants? 

Mr. Haxapy. No, sir. We are not placing any construction con- 
tracts, to my knowledge. However, the result of placing contracts, 
as you know, sir, is often to éxpand and enlarge plants to create new 
facilities. But that is as a result of the contract for end items. 

Senator (sxorGe. I see. 

Mr. Haxapy. In the coming program which Mr. Finlay will lay 
before you, he will show you that we are anticipating no construction 
contracts, instead we are trying to get some of the basic powder pro- 
pellant and other industries going where they are not going now. 

The CHatrMan. May I suggest, if it is agreeable to the committee, 
that we proceed with the other military witnesses, and then propose 
the questions. Otherwise we will be proceeding here interminably. 
That is a suggestion. Is it agreeable to the committee? 

Senator Green. There is one question about these 10 rules that have 
already been stated. 

The Cuarrman. You would like to ask a question ? 

Senator Green. Yes, sir. 

The Cuamman. Carry on. 


DIFFERENCE BETWEEN OFFSHORE PROCUREMENT AND THE BRITISH BIDS ON 
DAM EQUIPMENT 


Senator Green. I was interested in the 10 reasons you gave for the 
program. I was wondering how you reconcile those with the report 
in the newspapers the other ‘day that the low bidder of an English firm 
was for dam equipment thrown out in favor of an American higher 
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bidder, and the second low bidder was also thrown out. TI read in the 
paper this morning that two more low bids have come in from England. 

Can you reconcile the rejection of those bids on the basis of those 
10 points you made ? 

Mr. Hatany. Well, sir, I do not like to duck any question. This 
a exactly in my field. I will give you some reasoning on it. No 
bids have been rejected yet. They have not been fin: illy rejected. No 
bids have been finally re je ‘ted. The bids that you were referring to 
initially have been sent back for resubmittal on different specifications. 
The new bids just received for the second dam have not yet been acted 
upon, they have not been rejected in any sense. 

What the final action on the first set of bids will be is up to the 
Secretary of the Army, the Secretary of Defense, and the President. 
They will have a new case to consider when the bids are resubmitted 
toward the end of this month. The reason there is such an issue and 
such a controversial one lies in two places. One, in the American tra- 
dition of military orders, improving and in some cases even subsidizing 
American industry; and second, in legislation. The Buy American 
Act has not only as its letter, a requirement, but in its spirit a kind of 
protection for American industry. So the Secretary of Defense and 
the Secretary of the Army have to operate in the light of those tradi- 
tions and legislation and are not free to make a decision de neve, so 
to speak. What the final decision on the first set of bids, which has 
been so much publicized, will be, will have to be given you by them, sir. 

Senator Green. As I understand it, you mean there are exceptions 
and modifications of those 10 points? 

Mr. Hatasy. This kind of procurement by the Army engineers of 
generators for public works in the United States has no relationship 
with this program. The Buy American Act does not apply to this pro- 
gram. I know you are speaking of principle. This program is not 
involve din any way with that kind of pnocurement. This is a Mutual 

ecurity Program designed to get equipment and designed to get if 
for our allies from our allies. 

Senator Green. Then you justify it on that ground, one is for pro- 
curement for end items to be used here, and the other is for use in 
Europe. 

Mr. Haxasy. I do not think that would be a very good ground to 
put it on, 

Senator Green. What would be the distinction ? 

Mr. Haxasy. There is a completely different type of procurement 
involved here. Weare buying fighting equipment for our allies over- 
seas for production by our allies overseas. In the other case we are 
buying equipment with completely different funds for public works in 
the United States which will have to be maintained over the years as 
public works. There are quite a few factual differences. 

I wish I were more of an authority on it, so I could answer you more 
exactly. 

Senator Green. You intended those 10 points to apply to material 
to be bought overseas and to be used overseas ? 

Mr. Harapy. I was giving you 10 reasons why this offshore pro- 
curement program mi akes a lot of hardheaded sense. 

Senator Green. Thank you. 
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Mr. Haxasy. If now I could ask for a little explanation of this 
bree with which we have invaded your sacred precincts. 
The Cruamrman. Some toys. Go ahead. 


NAVAL HARBOR DEFENSES 


Mr. Haxasy. I would like to call first on the Navy to give you a 
couple of examples of what it is doing with the Navy MD AP funds. 
Since the Russian threat on the seas is largely submarines and mine 
laying, we thought it would be of interest for this committee to hear 
Commander Danforth of the Navy Department explain very briefly 
a system for protecting harbors and show you an example of how 
the Europeans are building equipment for this purpose. 

I would like to ask Commander Danforth to talk to you. 

The Cuatrman, All ake 


STATEMENT OF COMDR. PAUL DANFORTH, OFFICE, CHIEF OF 
NAVAL OPERATIONS 


Commander Danrorru. Mr. Chairman, members of the commit- 
tee: The principal problem in today’s warren is the movement of 
men and materials from one port to another. Naturally, for an enemy 
to attack that flow of materials, it is simpler for him to sit outside of 
the ports which this material moves into than to attack it on the high 
seas, because in that case he has to search it out and find the lanes, 
which can be varied overnight, but the port is a geographical loca- 
tion which you cannot change. 

Therefore, to counter the threat of Soviet planes which can lay 
mines and also Soviet submarines which can also lay mines and fire 
torpedoes, we have devised a harbor-defense system. 

his chart shows a typical harbor-defense layout. It does not 
apply to any special harbor. They are all generally defended in this 
fashion. 

These green bars here represent magnetic loops. They are actual 
lines of cable laid on the floor of the ocean. If a submerged sub- 
marine crosses over those lines it will show a magnetic deflection on a 
very delicate instrument located in the harbor entrance control post. 

The next series of defenses—this merely tells us that a submarine 
is there—is a series of acoustical devices which also are connected 
with these harbor entrance control posts, so that by listening you 

van hear the beat of the propellers and so forth. 

So far we have not countered the threat. We only have attempted 
to find out that the enemy is there. To counter the threat we also lay 
mines before the entrance of the harbor and, in addition, we have a net 
which will actually prevent a submarine from laying out here any- 
where and firing a torpedo through the entrance to the harbor or to hit 
shipping laying alongside the pier. Our submarines in the last war 
were most successful in att: acking Japanese cruisers and heavy ships 
by just doing that one thing, sitting right outside a Japanese harbor, 
shooting a torpedo in and knocking off a cruiser. It was done on 
several oecasions. 
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ANTISUBMARINE NETS 


With the net in place you can prevent any type of pot shooting 
like that. I would like to call your attention to the type of net we 
use. There is a sample over there. Colonel Haas, if you will please 
hold up that standard grommet. That is the actual size of the grom- 
met. That particular one was made in Italy to United States specifica- 
tions. Those are woven together, as you see, in the small model to 
make a net panel. The panels come in standard sizes 72 feet long 
and vary with the depth of the water, about 50 feet on the average. 

I have some pictures here. I do not know whether they will be 
visible from where you are sitting. Here is a standard net being 
hoisted up by acrane. This is a picture of one being made. These are 
the different panels being put together. They shackle 2 or 3 or a dozen 
panels together, depending upon the width of the harbor entrance. 
Here is a net in place with the buoys holding it up. It hangs just like 
a fisherman’s gill net in the water. If you have ever done any fishing 
of that type you know what it looks like. 

This is a net which they are working on. In our offshore procure- 
ment we have let contracts for the production of the net tender, which 
is a specialized type of ship with hoisting equipment and booms for 
working on these nets, which are very heavy and bulky. 

There is a special cable across the top, of which we have a sample. 
That holds up the top of the net and keeps it in place. 


MINESWEEPERS 


To counter the threat of mine laying by aircraft or submarines, we 
have let contracts for a number of minesweepers which are capable of 
sweeping any known makes of Soviet mines. 

The minesweeping program is one of our principal programs. 

The Cuatrman. How much does one of those cost ? 

Commander Danrorru. That would cost about a million and three- 
quarters, Senator, which is a considerable saving over a United States 
produced mine craft. They run about 214 million for the same thing. 

I think that pricewise, to get back to this net, just for a minute, we 
have made subsantial savings in letting the contracts in Europe. For 
instance, just the actual net material represents a saving of about 20 

ercent over the United States cost. The contracts which are let in 
Seas are also less transportation, which would push it up another 
5, 7, or 8 percent. So there is a substantial saving. 

Senator Tarr. A saving assuming that when they buy they buy with 
their pounds not dollars. 

Commander Danrorrnu. That is true. 


GRANT NATURE OF THE PROGRAM 


Senator Tarr. A cooperative effort should involve their paying for 
the things that they can pay for in pounds or in francs. 

So actually we don’t save anything. We buy them. We give them 
the dollars. It is a present from us, for something that they them- 
selves can make with their own dollars, without affecting in any way 
their exchange position. 
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VIL 


Commander Danrorru. The point is that with the Mutual Se- 
curity— 

Senator Tarr. The point is they want to use their own pounds for 
something else. They want to use it for socialistic purposes in England 
or for something else in France. They don’t want to use it for mili- 
tary purposes. They can build all the minesweepe rs they want with 
their own pounds, their own currency. They do not need dollars for 
that. They do not need us to help them. 

Mr. Hatasy. Previous witnesses have laid the foundation of why 
the ‘y do not have enough for these purposes. We are jus st prese nting 
what we are buying with the end item money. 

Senator Tarr. The only point I wanted to make is it is a straight 
economic gift. It isa method by which you can make military aid act 
also as economic aid. That is what it is. Maybe it is desirable. I do 
not say that. As far as saying we save any money, I think that is 
ridiculous. 

Mr. Hanany. We have three results. We call them hard-working 
dollars because we not only get these end items which we would give 
them otherwise from United States production, but we build up their 
mobilization base from which they can mobilize in case the emergency 
gets any greater 

Senator Tarr. They have the productive facilities; they have the 
material; they have the men; they have the pounds. ‘They can build 
the nets themselves without any help from us. There is absolutely 
nothing except a political justification for offshore procurement. 

Mr. Hauany. The vy decide what they do with their pounds, sir. They 
decide what the sy do with their tax rece ipts. 

Senator Tarr. I know this is a great cooperative effort. Every- 
thing is contributed by each country that it can contribute. 

I do not need to argue it because, as the Secretary of State and 
everybody else who has come in has said, that is the reason we are doing 
it. We are ordering airplanes in England so we can give them eco- 
nomic aid. We do not want to give them economic aid directly. That 
seems to me to be the Clear result of Mr. Stassen’s statement and Secre- 
tary Dulles’ statement when they came back from NATO. 

Mr. Hanany. We are ordering these aircraft in England so there 
will be aircraft to fight the Russians with. 

Senator Tarr. My point is that the British can do it themselves. 

Mr. Havasy. If they did, 

Senator Tarr. They have every facility to do it themselves. They 
do not need help from us. They can build just as good airplanes with 
out our giving them dollars. They want the dollars for economic aid 
so they can buy food in the United States. 

Mr. Hatany. We want the aircraft to be flown by our allies to fight 
aggressors. 

Senator Tarr. That is perfectly right. 

Mr. Hanasy. This program sees that they get there. 

Senator Tarr. That is all right. They are providing lots of eauip- 
ment of their own that we do not pay for, I assume. I hope so. Ihope 
they are doing it out of their own facilities. 

Mr. Haasy. They are, sir. 

a Tarr. This is just a method of giving them economic aid, 
as I see it, 
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Mr. Haapy. They are buying considerably more end items with 
their own funds than we are with our funds. 

The Cuairman. What other illustrations do you have‘ You told 
us about the nets. How many of those nets come to America’ Any 
of them? 

Commander Danrorrn. No, sir; none. 

The CuairmMan. You are talking about Europe ¢ 

Commander Danrorru. Yes, sir They are all in Europe. 

‘The CHainman. None of the material is shipped back to this coun 
try for our use / 

Commander Danrorru. No, sii 

The Cuairman. What is the overall cost ¢ 

Commander Danrorru. About $13 million, Senator. 

The Cuairman. They are produced in Italy / 

Commander Danrorru. And the Netherlands, Belgium and France. 

Mr. Haxany. I would like to go on to a couple of examples of Army 
procurement. We felt that after you had heard all the intangibles 
you hear in this room and heard so much about end items, vou might 
like tosee some. So we have gotten these exhibits here. 

The Cuairman. You might explode one. 

Mr. Haxany. They are inert, Senator. 

General Russell, of the Department of the Army, will give you a 
little chapter and verse on a couple of these examples. 


STATEMENT OF GEN. SAMUEL RUSSELL, G-4, UNITED STATES 
ARMY 


END ITEMS PRODUCED OFFSHORE 


General Russetn. Mr. Chairman, gentlemen: We have here three 
samples of items which have been procured in Europe on the offshore 
procurement program. On the table over there is a radio set, Radio 
Set AN/GRC-9. The next item here is a 3.5 rocket. Both the 
AN/GRC-9 and the 3.5 rocket were procured in the United Kingdom. 

The third item is the 105 millimeter high-explosive howitzer shell 
procured in France. For each of these items 1 will briefly tell you 
what they are used for and the program status of these items, the rea- 
sons that govern the placement of the items on the offshore procure- 
ment program, and a very brief comparison of the characteristies of 
these items with United States produced items. 

As far as the radio set is concerned, it is used for communications 
between moving or stationary vehicles. That set normally is mounted 
ina vehicle. It also can be used dismounted as a fixed ground com 
munication set. It is used principally in the infantry and armored 
divisions for artillery fire control and liaison. In each infantry di- 
vision there are 93 of these sets. 

We have in the entire MDAP program some 16,000 of these sets, of 
which some 5,000 have been programed for procurement offshore. To 
date, contracts have been placed in France for 3.500 of these sets. This 
is one of the earliest items that we placed on the offshore procurement 
program. 

It was a very desirable item to begin the program. It is a new-type 
model which will have a long life before it becomes obsolescent. ” At 
the time it was determined to place these on offshore procurement there 
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did not exist in the United States sufficient capacity to meet the time 
and phase requirements for both American and MDAP forces on this. 
There did exist an adequate industry and capacity in Europe to pro- 
vide this set. There was an adequate technical know-how. The spec- 
ifications for this set were readily available and the set is used through- 
out most of the NATO forces. 

Senator KNow.Lanp. How does the cost compare? 

General Russett. We think the cost is quite reasonable. The 
actual contract cost on this item was $1,542. The average price in 
fiscal 1953 for the United States similar item, averaged over a num- 
ber of contracts, was $1,448. Actually, since the start of Korea we 
have paid in the United States to get production started and get 
things going as much as $1,784. That was the maximum United 
States price since 1950. This price is $1,542. 

Senator Know.anp. Will this do everything that our comparable 
sets will do? 

General Russet, Yes, sir. 

Senator KNowLanp. Will it do better ? 

General Russety. I wouldn’t say it will do better; no. It is made 
to United States specifications. That is the same set. It has the 
identical military characteristics. There may be some minor modi- 
fications in the technique of assembly of the set, but as far as the mili- 
tary characteristics are concerned, it is identical with the United 
States model. 

The Cuarrman. Tell us about these planes now. 

Mr. Hatapy. If we could have another officer. General Russell 
will be through in just a second now. He has the rocket and the big 
shell here he would like to tell you about. We have another officer 
on the planes coming along. We will make it very brief. 

The Cuarrman. All right. 

General Russetxt. The next item is the 3.5 rocket, the item there. 
It is the ammunition that is used in the infantry, antitank weapon, 
the so-called superbazooka. It is the standard infantry antitank 
weapon, the bazooka. There are about 500 bazookas in an infantr 
division. We have 8 million on the program and 4 million on off- 
shore procurement. We have placed contracts in Greece, Italy, the 
United Kingdom, and Belgium for this item. 


COST COMPARISON BETWEEN EUROPE AND THE UNITED STATES 


Senator KNowLanp. How does the cost on this compare ? 

Mr. Hatapy. Can I just answer that generally first, Senator? We 
have had the most difficult time making realistic comparisons between 
what it costs to produce something in the United States and what it 
costs to produce similar articles in Europe. 

Senator Knowianp. You certainly know what price you are pay- 
ing for it in the United States and in Europe. 

Mr. Harany. We do. On the United States price we have a scale. 
When we start up a completely new facility to produce something, 
it is way down on the learner’s scale, so we pay, in the first year, for 
example, a pretty high price for that article. When it gets up on 
the slope, when the volume is up, prices begin to flatten down toward 
a lower price. Which of those prices do you use to compare with 
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the industry which is just getting back into production in a bombed 
plant in Europe? 

I know you and Senator Taft particularly are cost analysts, and 
there are so many permutations and combinations in those compari- 
sons that we have found it either dishonest or unrealistic to try to 
make an exact comparison. 

Senator Know anp. I think we recognize what these factors are, 
and we can go into those later. You do have a delivered price pre- 
sumably in Europe and here. I was merely trying to see what those 
variations were at this stage in the proceedings. 

General Russetu. In these contracts, sir, we have varied from a 
high of $19.90 to a low of $15.58 in the offshore procurement. This 
price is on a very favorable item. There are others that are not so 
favorable. The average price in the United States, the average of a 
series of contracts, in 1952 was $20; in 1935 it was $17.93. I am sorry, 
but it was $18.18 in 1952 and $16.30 in 1953. The maximum price 
that has been paid since Korea was $26 an item. 

Mr. Hatasy. What is the price of this one? 

General Russety. From $19.90 to $15.58 in the offshore procure- 
ment ? 

Senator KNowLanD. How does that compare again with the range 
in offshore procurement ¢ 

General Russett. The maximum since the start of Korea was $26. 
The average in 1952 was $18.18. In 1953 it was $16.30. 


OFFSHORE PRICES 


Mr. Hatasy. I think we ought to be absolutely candid about this, 
Senator. We are paying higher prices for ammunition of some cate- 
gories, particularly the critically needed ones in Europe than the 
present average price in the United States, and we are doing it on a 
negotiated basis with our eyes open because we need the ammunition, 
because we are getting them into production where they wouldn't 
otherwise be in production, because we have to have a base there for 
ammunition production or we will be sending it over forever if we 
want it on the spot. Quite frankly, we are paying higher prices in 
some of these critical rounds than we would like to pay, but we are 
bringing the price down, and we are bringing the price they are pay- 
ing for their own ammunition down. 

Senator KNowtanp. How much greater are you paying? 

Mr. Hatasy. The average of the contracts which we let up to about 
March—you weren’t here when we went through the whole back- 
ground—these are rough figures, was about 115 percent on ammunition 
of the average United States price. In comparison with the highest 
United States price, it wouldn’t be that much. Of the lowest United 
States price, it would be more than that. 

On the other items, Senator—ammunition is one of our worst 
instances in this—for example on electronics we are down around 50 
percent of the United States price. On combat vehicles we are down 
around 50 percent. On the vessels, as the commander pointed out, 
we are down around 50-60. On the aircraft, the colonel will tell you 
in a moment that the Hunter, insofar as you can compare it with the 
United States model, is around 60 percent; isn’t it, Colonel Taylor, of 
the United States price? We don’t know what the aggregate is, but 








336 MUTUAL SECURITY ACT OF 1953 


the best figures I have been able to get out of the statisticians show 
that in the aggregate, OPS prices will be below the United States 
price. I couldn't give vou an exact statistic at the present time as to 
how much it will be. We are above in ammunition, we are above ina 
few other items. We are below on most items. 

General Russetn. IT was going into the reasons why these things 
were put on offshore. I think it has been made pretty clear by Mr. 
Halaby. We feel we get a production base where the stuff is going to 
be needed and in many cases the facilities to make the stuff in the 
United States do not exist to produce it in time to meet our commit 
ments. 

I do not think T need to take up your time on the whole story on the 
105. The price factor is less favorable than the other two items I 
have mentioned. The average price we pay for this is about $30 a 
round. It is true that we did pay as high as $81 during the buildup 
for Korea in the United States, but the average United States contract 
+ in 1952 and 1953 was around $25. In paying this higher price, 

s I believe Mr. Halaby said, our directive requires us to determine 
a price that is not unreasonable as compared with the United States 
price, without setting any fixed percentage. 

Senator Knowranp. Is the $25 the United States price ? 

General Russeiy. Yes. 

Senator Knowianp. What is the offshore price ? 

General Russetv. About $30, 

However, considering the cost of shipping, considering the fact that 
we provide our United States manufacturers with certain facilities 
assistance, that there are certain taxes which are forgiven, and other 
hidden benefits that do not appear in the United States contract price, 
it was determined by the Secretary of the Army that this was not an 
unreasonable price for this round. 

Mr. Hatasy. If we could go to the Air Force, as you requested, 
Senator Wiley, this is Col. Henry Taylor of the Air Force Depart- 
ment. 


STATEMENT OF COL. HENRY TAYLOR, UNITED STATES AIR FORCE 
JET FIGHTERS PRODUCED OFFSHORE 


Colonel Taytor. This morning, gentlemen, I am going to give you 
a very brief description of the two European- designed airplanes 
that make up the preponderance of our present offshore procurement 
program. Here we have the British Hawker Hunter aircraft. Here 
we have the French design, MD-452, known as the Mystere. I have 
on an F-84-F airplane manufactured by the Republic Aircraft 

Corp., for comparison purposes. TI am sorry that all of these air- 
planes are not built to the same scale, but they are all actually approx- 
imately the same size. 

The Hawker Hunter and MD-452 are slightly larger than the 
F-84-F. These airplanes are modern in every respect. They are 
swept-back wing aircraft. Both the British and French aircraft 
have broken the sonic barrier. They have been both tested by lead- 
ing United States Air Force test pilots and have been found to be 
fully acceptable and fully capable of accomplishing the role for 
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which they are intended. The Hawker Hunter, the green model here, 
was designed strictly as a day fighter; that is, an airplane that in 
daytime can take off fast, climb to altitude very rapidly and inter- 
cept an intruder and return to its base. To do that job, it must 
have a high rate of climb, a high combat ceiling, and high speed. 
This particular airplane is powered by a Rolls Royce engine, British 
designed, having a normal thrust rating of 7,000 pounds. With 
afterburner, which is a thrust augmentation device, that can be raised 
to 9,000 pounds. 

This airplane also will take another British designed engine, the 
Sapphire, which has a comparable thrust to the Avon. 

Incidentally, the engine in the F-84-F airplane, the J—65, is an 
outgrowth of the British Sapphire engine which will fit into the 
Hawker Hunter airplane and which the British will incorporate in 
some of the models. 

I bring that point out to show you that we are getting some stand- 
ardization in our airplanes, interchange: bility in models, 

This particular airplane here is an up-to-date fighting weapon 
and its weapons system, incorporating four 30-millimeter guns, is 
up to date. It has a modern radar gunsighting equipment and an 
ejection seat and other features that we require in our own United 
States Air Force aircraft. 

This French Mystere, while primarily designed as a day fighter, can 
also fulfill a role to a limited extent of a ground support aircraft. To 
do that, it means that the structure in this particular aircraft must be a 
little bit heavier and this aircraft does contain that additional feature. 

Initially, this aircraft will be powered with a Tay engine. That isa 
French version of x British engine, the British being really the father 
of the jet engine. The British engine from which this initial Tay 
engine was develope d, is the same engine out of which our J-48 engine 
grew. So once again we are getting standardization and the technical 
advances that we have made on the J-48 « ngine have been given to the 
French and have been very helpful in enabling them to better the 
performance of this airplane, which otherwise would not have been 
nearly as good as it is now. 

The later models of this particualr aircraft will have an engine 
designed by the French. They are able to design an engine by them- 
selves only through the technical assistance that has come from this 
country and from ‘the British. So we have a three-w: ay team working 
to get the French back on their feet from a technical standpoint, the 
British, the United States, and they are helping themselves very much. 

Both the Tay, which goes in the first models and the Atar, which will 
go into the later models, have about the same thrust, but the Tay has 
about reached its thrust limitation and you cannot improve on it much 
more, while the Atar has lots of room for improvement. This is a very 
important factor, because structurally both of these airplanes are de 
signed to take higher thrust engines, and while at the present time, 
in straight: and level flight, ne ither one of these eae is capable 
of breaking the sonic barrier, structurally they will do it. As both the 
British and the French come along with higher thrust engines, these 
airplanes will improve. We will get improvements to enable them to 
be acceptable for a considerable length of time. 
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COST COMPARISON OF JET FIGHTERS IN EUROPE AND THE UNITED STATES 


Senator Knowianp. What are the costs of these planes on offshore 
procurement ? 

Colonel Taytor. This particular airplane costs us $220,000. This 
airplane costs us $292,000. The first is the Hawker Hunter and the 
second is the Mystere. The F-86-F—I haven’t compared price with 
this airplane because this is not a fighter interceptor, but a fighter- 
bomber—costs us $208,000. The F—86-H costs us about $398 000. 

Senator Know.anp. Does all this have the same electronic equip- 
ment that the plane has at that price? 

Colonel Taytor. No, sir. That is one field in which the British and 
French and all European nations are just a little bit light on. They 
cannot approach us in electronic development. That is one of the 
things that we are doing right now, assisting them, consistent with 
prudent security considerations, to bring their electronic gear up to 
our standards. 

Senator Knownanp. Taking all of these planes without the elec- 
tronic gear, how much of our cost is represented by the electronics 
equipment ? 

Colonel Taytor. That is a very difficult question. I would say that 
the difference in the cost of the electronic gear in an airplane that is 
under production would have very little effect on the overall price of 
the airplane, particularly in these models. A day interceptor airplane 
does not have a lot of radar in it. When we talk about a night all- 
weather fighter, you are getting into something else. So it is not a big 
factor. 

Mr. Hatapsy. Colonel, I think there is a little confusion about those 
yrices. Could you tell again what the Mystere price is, what the 
{unter price is, and what the comparable United States fighter, the 

F-86-F cost is? 

Colonel Taytor. I have price data on the two airplanes, but as Mr. 
Halaby previously said, and as you can recognize, it is hard to compare 
them. The Hawker Hunter is $220,000 flyaway. The Mystere, which 
is just starting in production, is $291,000. The F-86-F, our airplane, 
which has been paeene ed in large quantities and is about ready to go 
out of production, is $208,000. ‘Our F -86-H, a heavier model, which 
is just starting in production, is $398,000. 

This particular airplane here, the F-84F although it is a fighter- 
bomber, is costing us $335,000. 













PERFORMANCE OF EUROPEAN JET FIGHTERS 







Colonel Taytor. I will give you a little bit more on performance. 
I will read this off for the sake of those sitting a little far back. 

[ have here the Hawker Hunter. That is the green-colored airplane. 
The MD-452, which is the French airplane. I have the F-86—D. 
That is merely thrown in here for comparison purposes. It is a night 
all-weather aircraft, and maybe I shouldn’t have included it. 

In this column I have the F-86-H, which is the current F-86 com- 
ing off the production line. All of these airplanes except the 86-H 
are of about the same weight, around 17,000 pounds. The F-86 is 
considerably heavier because it is stronger structurally to allow it to 










MUTUAL SECURITY ACT OF 1953 339 


make very fast and violent maneuvers. We call that pulling high 
G’s. In Korea it has been proven that that characteristic is very 
valuable. 

You will notice that the French aircraft is superior in practically 
every category. The reason for that is that the British airplane here 
is now or will be in production very soon. The first — ar- 
ticle will roll off the line for the British in July of this ye The 
first one of the French airplanes is about a year away. So ‘actually 
the British airplane is practically in being now. The French air- 
plane a year off. Our 86-H, the first one flew the other day. The 
86—D is well along the line and due ver ‘y shortly to be replaced. 

Senator Smirn. Can you give us the difference of these two costs? 

Colonel Taytor. I will repeat those for you. The Mystere is 
$291,000. The British airplane is $220,000. Those are contract prices 
before renegotiation. When all aircraft have been produced, which 
will be by June of 1956, there will be enough airplanes to form 29 
squadrons in NATO, which is almost 50 percent of the total require- 
ment. So our procurement, together with the airplanes that are simul- 
taneously being procured by the European countries themselves, is 
going to go well toward meeting that very essential NATO deficiency, 
which now exists. 

I might just add that we do have one other production plan in 
Europe, and that is for a night all-weather fighter in Italy. That 
program is now being dev eloped. All we know about it is that the 
Italians will build it in conjunction with the North American Aviation 
Corp., and with the technical assistance of North American Aviation 
Corp. It will be a modification of the 86-D. Inasmuch as this pro- 
curement is being presently negotiated, unless you gentlemen have 
questions, I would rather not discuss it further. It will be in being 
before the end of this fiscal year. 

That is all I have unless you gentlemen have some questions. 


DELIVERY DATES 


Mr. Harasy. Could I just footnote one point that Colonel Taylor 
made, Mr. Chairman? That relates to the delivery dates. You will 
recall in section 530-A of the Mutual Security Act of 19: 51 there is a 
terminal date provision. It says that after June 30, 1954, or should 
the two houses by concurrent resolution decide sooner, there would 
be 12 months in which generally to end the pipeline of aid. When 
we got into discussion of these aircraft contracts and some of our ship 
contracts, they were such good deals where we could get the equipment 
at a lower price on the spot, of high quality, and yet not able to get 
all the deliveries by June 30, 1955, we carefully looked into the sub- 
ject and it was discussed at Cabinet level, and we consulted with mem- 
bers of this committee and members of the House committee and mem- 
bers of the Appropriations Committee about our problem. 

After all that consultation, we decided that we would place con- 
tracts for delivery subsequent to June 30, 1955, and put in each con- 
tract a very firm termination clause which at the discretion of the 
United States Government would permit us to terminate the contract 
should the Congress on or before June 30, 1955, not extend this termi- 
nal date. So we have been buying some ships and some aircraft that 
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will not be delivered. T want to say this frankly and fully to the 
committee, that those will not be delivered prior to June 30. 1955. 

If the Congress does not extend the Mutual Security Program, they 
can be terminated, however. 


OFFSHORE PROCUREMENT IN THE UNITED KINGDOM 


The Cuatrman. I have some questions that I want to get from the 
team here. It has been suggested after reading what the evaluation 
team said: 

How much offshore procurement is contemplated in Britain this year? Is 
there any objection to the substitution of such procurement for other types of 
aid designed to help meet the dollar shortage of the United Kingdom ? 

Mr. Hauary. I will try to give you a short answer to a very impor- 
tant and complicated question. The British are buying with their 
own funds a substantial quantity for military equipment. Either Mr. 
Finlay or the MSA hese can re you that amount. 

We have in this past 2 fiscal ye: placed contracts in the United 
Kingdom of about three mania forty four million up to May 2, 
1958. There will be an increase over that amount by the end of the 
year. Let’ Ss sav we have ae ry the en val of the year something in 
the order of four hundred million, just for an assumption. This 
amount has been providing the British with economic benefits, with 


dollar receipts. 
TOTAL AMOUNT OF OFFSTITORE PROCUREMENT 


What we do in the future is, T should say most importantly depend- 
ent on what you do with the President's request. We have in the 
program now about $8 billion worth of materiel procurement. We 
have been thinking in terms of doing as much next year as we are doing 
this year. We indicated to you last year about this time that we will 
do about a billion dollars during fiseal 1953. Actually, as I told you 
earlier, we are nearing one billion four. 

During 1954, as Mr. Stassen has indicated to you earlier, we are 
going ahead with this program if you authorize it. 

The placement of an amount of contracts in the range of 1.4 billion 
is going to depend on price, delivery time, specifications and, as I say, 
most importantly on the funds you provide. We are going to have 

substantially smaller materiel procurement program in fiscal 1954 
than im fiseal 1953. Materiel procurement authorized in fiscal 1953, 
Mr. Ohly, was about 4.2 total; wasn’t it? 

Mr. Onny. Slightly under that when you deduct training. 

Mr. Hatary. About four billion. In fiscal 1954, we are asking for 
about three billion materiel. Therefore we have only about three- 
eae of the money we had last year. With that amount we are 
going to do the best we can. 

General Finlay in a moment will describe to you the capacity that 
exists, including the capacity in the United Kingdom. As soon as you 
have authorized the funds, we will then be able to say how much we 
will be able to do total, and we will find out what we can do in the 
United Kingdom. 

If I may turn to General Finlay at this point and ask him to give 
you briefly the story of what it is possible to do in the United Kingdom 
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and the other countries, what is the realistic procurement capabilities, 
we can get the answer a little bit more specifically to your question. 

General Finlay, as you know, is formerly Chief of Army offshore 
procurement in Europe. He is on loan from the Standard Oil Co. 
of New Jersey. He is now deputy for defense affairs under Am 
bassador Draper. 

The CHatrMan. All right, General, carry on. 

What is your position with the Standard Oil Co. ! 


STATEMENT OF LUKE FINLAY, DEPUTY FOR DEFENSE AFFAIRS, 
OFFICE OF THE UNITED STATES REPRESENTATIVE IN EUROPE 


Mr. Frntay. Counsel. 

The CHarrMan. Attorney ‘ 

Mr. Frnuay. Yes, sir. [I am an engineer. I am an Army engineer 
by training, and then IT became a lawyer 

The CuarkmMan. Over and above the matter of the details you are 
going to testify to, would you mind giving your own personal opinion 
as to the advisability of offshore procurement ? 

Mr. Frnxtay. I would be very happy to do so. 

As you gentlemen know, one of the very important functions that 
Ambassador Draper has as special representative in Europe is as 
the permanent United States representative to the North Atlantic 
Council. As part of his responsibilities in that capacity, the office of 
the special representative is charged with working with the North 
Atlantic Council and with the International Staff under Lord Ismay 
on correlated European defense production programs. Of course, 
because of Ambassador Draper’s responsibilities, we also seek a clear 
regional picture of the politico-economic situation. 

As a result, the Washington agencies have looked to the Office of 
the Special Representative to carry the laboring oar on the prepara- 
tion of recommended offshore procurement programs. We had that 
laboring oar last summer in the preparation of the recommended fiscal 
1958 program which is now well along in the placement process. 


DETERMINATION OF OFFSHORE PROCUREMENT CAPABILITIES 


In the same way we were requested late in February to prepare 
recommendations on the capabilities for a fiscal 1954 program. 

As Mr. Halaby has mentioned, the primary purpose of this pro- 
curement, of course, is to provide end items, and the actual amount 
of procurement that can be placed will depend upon the final end 
items program that is worked out under the funds appropriated by 
Congress. So at this point the conclusion that we have come up 
with represents a capabilities picture only and not a recommended 
total procurement. 

Based on our knowledge of the composition of prior end-item 
programs, the various types of high-priority equipment which are in- 
cluded in those programs, and the general types of equipment — 
would be programed against any amounts appropriated next ye 
we have come up with “the conclusion that there is ample capac ity 
for a balanced program in an overall] magnitude of at least $1,855,000,- 
000, which is broken down among the 9 major categories of military 
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material in the magnitude shown on the chart, with three hundred 
seventy-one million for aircraft, which, of course, includes spare 
parts and components, and ground handling equipment in addition 
to complete aircraft themselves. Combat vehicles, thirty-eight mil- 
lion. Ammunition, five hundred seventy-five million. Artillery, one 
hundred sixteen million. Electronics, two hundred seventy-six. 
Small arms, twenty-three. Engineering equipment, thirty-seven. 
Transportation vehicles, two forty-five. Ships—those are the small 
auxiliary naval craft similar to this minesweeper and other craft that 
are in our off-shore procurement program. Actually if the end items 
requirements were there, the capacity exists in excess of the amounts 
shown on this chart. 


EUROPEAN PRODUCTIVE CAPACITY TO 
MEET A BALANCED OSP PROGRAM - FY 1954 


(Millions of Dollars) 


AIRCRAFT 


COMBAT 
VEHICLES 


AMMUNITION 


ARTILERY 
ELECTRONICS 


SMALL 
ARMS 


ENGINEER 
EQUIPMENT 


TRANSPORT 
VEHICLES 


SHIPS 


GRAND TOTAL 
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By the same token, the capacity exists in excess of these figures in 
other fields, but we do not anticipate that the requirements would be 
there to utilize. 

Senator Futsrient. Mr. Chairman, may I ask a question there? 
That last statement confuses me a little. Doesn’t this chart show what 
they are capable of producing ? 

Mr. Frntay. This is demonstrated capability for the type of items 
that we know will be included in any end-item program that would be 
set up against the amount of money that the Senate and the House 
®ppropriated. ; 

Senator Futsrieut. Is it supposed to show what they can do or 
what we may want them to do? 

Mr. Frxuay. This shows what they can do. I think Mr. Halaby 
will tell you later—he has indicated already that how much we want 
them to do will depend upon the amount of money that is appropri- 
ated—TI think he will touch on that figure again. 

Mr. Hatasy. General Finlay, just to clarify some of the uncer- 
tainty in Senator Fulbright’s mind, could you indicate what you 
think the theoretical capacity is, what you think the total capacity is, 
and then at the end, if I may, Senator, will will try to restate just what 
we are intending to do. There is a difference. There is a theoretical 
capacity up here. 

Senator Futsrieut. I would assume there is a difference. Is that 
what we intend to do? 

Mr. Frntay. No. 

Senator Futerieut. It is not what they can do if they were given 
capacity orders. 

Mr. Finuay. This is what they can do with the kind of items, high- 
priority items, of the nature that found their way into the prior end- 
item programs, and we know with our close contact with the military 
programers what would be considered in any money appropriated for 
end items this year. The actual amount of this capacity that would 
be utilized would be dependent upon the items in question that are 
actually programed after the appropriations are passed. 

The Cuarman. Don’t you mean that over and above what they 
need for their peacetime living, their industry will do this without 
upsetting the whels show ? 


COMPUTATION OF PRODUCTION CAPACITY FIGURES 


Mr. Fintay. That is right. I was going to explain, Mr. Chairman, 
how we develop these figures. We took, as a first charge against 
existing capacity the orders that these countries are placing with 
their own funds, and that we have reason to expect that they will 
continue to place over the period of time that the offshore procure- 
ment program would be produced. We took as a second charge the 
amount of capacity required to fulfill the fiscal year 1952 and fiscal 
year 1953 offshore procurement orders. These capacities are dem- 
onstrated additional capacities to take care of any new fiscal year 
1954 orders or end-items equipment within a normal procurement 
cycle. 

For most of the items that means a terminal date on deliveries of 
June 30, 1956, which is in line with the United States practice of 
allowing 2 years beyond the year of obligation in which to get de- 
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livery. On some of the very long lead time—ships and planes—we 
have calculated the capacities, used a terminal date of deliveries of 
une 30, 1957, in line with the necessity during 1953, as Mr. Halaby 
explained, of allowing an extra year for this complicated equipment. 

In general, with the exe eption of part of the aircraft, and part of 
the ships, the capacity shown here is for a completion date on all 
deliveries of June 80, 1956. 

The sources of the data are numerous. We think they are sufficient 
to validate and substantiate the fact that you can expect sound deliver- 
ies within the terminal dates I have mentioned. We have category 
specialists in our own staff who have worked over the years with the 
International Staff specialists, with the specialists in the Defense Pro- 
duction Board which preceded the international staff, and with the 
Military Procurement and Supply Board which preceded that. The 
men have experience in industry behind them and they have worked 
closely with teams of experts drawn from all of the countries into 
work groups in the international staff, such as Mr. Luke Hopkins, of 
Baltimore, who is the Assistant Secretary General for Production and 
Logistics. In addition, we have a mass of information which we have 
collected through the United States country teams in the different 
countries, the military assistance advisory groups, working with the 
military procurement people in the countries, and the MSA missions 
working with the civilian agencies. 

Perhaps most important at this point with respect to offshore pro- 
curement is that we have a substantial volume of experience collected 
by the contracting agencies in the placement of 2 fiscal years of 
business. We have full concurrence from a procurement. feasibility 
standpoint from the military procurement agencies in Europe that 
orders could be placed in the total magnitude of $1.86 billion in fiscal 
year 1954, as shown on this chart. 

Sehind each one of these bar charts there is an actual knowledge of 
specific-name plants in each of these countries that have so many orders 
on their books, and so mutch capacity over and above those orders. So 
this is not just a generalized rough-and-ready estimate, but is backed 
by a mass of specifie production data. 


THEORETICAL PRODUCTION CAPACITY 


Mr. Harany. If I can just bring out one point, Mr. Chairman, | 
know time is getting short, but I think in response to Senator Ful- 
bright’s question, Mr. Finlay, if you can just give a picture of what 
might be the theoretical production capacity, if you expand the limited 
number of items we are producing, and consider that the matter across 
the board, I think it might be helpful. 

Mr. Frnuay. If you were trying to saturate the capacity of these 
ants without regard to end item equipment, that would be the figure. 
For instance, in the electronics field there is a very, very substantial 
additional capacity in the creat electrical concerns in Europe, such 
as the British Thompson-Houston Co. and its French and Italian 
affiliates, the Philips organization with headquarters in The Nether- 
lands and the Siemans Co. in Germany. 

Mr. Hanary. In terms of limitation of the end items program, that 
is within this range, more or less, depending on the size of the pro- 
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gram, depending on how much was to be procured in the United 
States and how much can be procured in Europe. 

Mr. Fintuay. I would say the capacity for the kind of things we 

1ave been talking about is in all cases at least this much or more. The 
amount that is hkely to be programed, of course, will undoubtedly be 
substantially less, when you are talking about a $3.1 billion program 
for end items. If we follow through the procedure of last year, just 
as soon as the amount of the appropriation is known, the first step 
will be for the military assistance advisory groups in each country 
to come up with the revised end item program against that amount of 
money, and then for our office, with the procurement agencies and the 
country teams, to come up with their revised recommendation for 
offsore end-item procurement programs above and beyond the revised 
end item list. 

From the standpoint of our experience in Europe and the work we 
have done with the International Staff in these member countries, it 
is our very strong feeling that the maximum available amount of off- 
shore procurement should be placed in these critical categories against 
the amount of end item funds available. As Mr. Halaby has men- 
tioned, this procurement not only serves the purpose of placing the 
equipment in the hands of our allies and as a defense against Russian 
aggression, but also provides the very important function of helping 
to build a sound defense production base in Europe. 


DEVELOPMENT OF A DEFENSE PRODUCTION BASE IN EUROP! 


When the Korean difficulties first developed, there was very little 
defense production in Europe of any sort, and it was urgent at that 
time to get the equipme nt first in the hands of troops of the European 
allies to help build up the NATO forces. As we have moved along 
in the delivery of equipment, so we are not in quite the same ex ‘posed 
position that we were in in the beginning, it becomes increasingly 
important to help build a defense production base in Europe which 
will enable these countries (1) to maintain their forces in time of 
peace to the maximum extent possible with their own currencies, and 
(2) in the event of hostilities to provide maximum production con- 
tribution to the conduct of these hostilities in close-up support behind 
the armies over there. 

As you gentlemen know full well, the problems of transportation, 
transoceanic supply, shipping difficulties, the time lags and the prob- 
lems that our own plants will have in maintaining our own force in 
the event of combat will be considerable. So I do not think there is 
any real doubt about the importance of having available a defense 
production base in Europe. 

The Cuarrman. I think at this time we will recess until 2 o’clock. 

If you gentlemen will be back, we will want to ask you some 
questions. 

Mr. Hanasy. Will you also want to hear the infrastructure story 
as soon as we finish this? 

The Cuatrman. We will carry on as long as we can this afternoon. 

(Whereupon, at 12:30 p. m., the committee recessed, to resume af 
2 p. m., this same day.) 
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AFTERNOON SBESSION 


The Cuarrman. The meeting will come to order. Carry on now. 

Mr. Fintay. Mr. Chairman, when we recessed for lunch, I had 
pointed out the very important contribution that offshore procure- 
ment played in the development of a defense production base in Eu- 
rope to support the arming of our allies in time of peace, and combat 
support or backup support for them in the event of hostilities. 


EMPHASIS ON AMMUNITION AND SPARE PARTS 


I would like to say that in the planning of the offshore procurement 
we have placed particular emphasis on getting European productive 
capacity to keep going the hundreds of millions of dollars of United 
States type equipment that has been given to our European allies 
under the Mutual Security Program. 

For example, thousands of American weapons have been provided 
to them, and the bulk, the great bulk, of the ammunition that has 
been procured on the past programs, and that would be procured 
under the 1954 program, is ammunition to fit those American weapons, 
the purpose being to get the plants of Europe built up so that they can 
manufacture the kind of ammunition that is needed to shoot in these 
weapons. 

Similarly, these are being developed in all of these categories, par 
ticularly combat vehicles, artillery and transport vehicles, programs 
of spare-part production in Europe so that there will be isopean 
sources of spare parts to keep in operation and useful condition the 
American-type equipment that has been sent over there. 

I would like to point out that this is not a completely one-sided ef- 
fort on our part. The Europe: in countries have done a great deal to 
arm their own troops. This chart I have before me now, with the 
green sections of the chart representing European-financed procure- 
ment, and the yellow and red sections representing United States pro- 
curement, shows the growth of total European defense produc tion in 
terms of value of deliveries from fiscal year 1950 through 1952, actual 
and estimated for the current fiscal year, and for the fiscal year 1954. 


PROPORTION OF OFFSHORE PROCUREMENT TO TOTAL PROGRAM 


You can see that because of the tooling-up problems, and the fact 
that the offshore contracts were just pl: aced in volume about a year 
ago, that the contribution from offshore procurement is still relatively 
small. With the billion and a half of contracts or so, being placed 
this year, over a billion next year, we can anticipate that the segment 
of offshore procurement deliveries as the program reaches its peak 
would be something in excess of a billion dollars a year. 

Of course, in the E uropean-financed segments of the program, there 
have been substantial contributions out of Mutual Sec urity defense- 
support assistance—projects under the heading of “ Additional mili- 
tary production” and financing of various types of equipment to go 
into the development of the plants, and there have also, of course, 
heen substantial contributions out of the 90 percent counterpart funds 
that have gone into hard item procurement, so that under the defense- 
support program of the Mutual Security Act there has been a sub- 
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stantial contribution to the green portion of the production picture, 
in addition to the contribution from offshore procurement itself. 

The offshore procurement—— 

The CuarrMan. Just a minute. That statement is all right for us 
to listen to. The Senators who read it are going to ask what you are 
talking about. Why don’t you tell us how much have they put into 
it in dollars, how much have we put into it in dollars. Then you will 
be talking so that the rest of the people can understand you. 

You are making a record here for 96 Senators to read so that they 
will understand the program. If you tell us in terms of billions 
of dollars what they put into the military effort, and we put in we 
have got something tangible to go by. 


GROWTH OF EUROPEAN NATO DEFENSE 
PRODUCTION 


(VALUE OF DELIVERIES) 


MILLIONS OF DOLLARS 3,882 








3,238 
OSP > Si 6S 
SPECIAL MILITARY support * Mou 


EUROPEAN FINANCED 
(EXCLUSIVE OF SPECIAL 
MILITARY SUPPORT) 


1,082 





FY '53 FY '54 
(EST.) (EST.) 


FY ‘50 FY '5\ FY '52 


Mr. Fintry. Well, you will see, Mr. Chairman, that beginning with 
fiscal year 1950, with a self-financed hard-item procurement program 
of $845 million, their program during the relatively short life of 
NATO has built up to a total in fiscal year 1952 of $2,020 million, is 
expected to reach a total of $2,992 million in fiscal year 1953, and a 
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total of $3,167 million for fiscal year 1954, so that the total self 
financed program for that year is close to 3 times the amount of the 
offshore procurement program. 


OFPSHORE PROCUREMENT AND STANDARDIZATION 


Now Senator Green mentioned the problem of standardization. I 
may say that the offshore procurement program has given us an op- 
portunity to work with the international staff to exercise a consider- 
able amount of leverage toward standardization and specialization 
among these different countries. 

Mr. Halaby and Colonel Taylor mentioned the aircraft program 
where, by virtue of our contribution to that program, we got standard- 
ization on a very small number of planes, with the same type of plane 
being produced in Belgium and the Netherlands as is being iene 
in the United Kingdom, for example. 

Similarly, in the program of offshore procurement of spare parts 
for armament, we are working with the international staff on a pro 
gram of standardization and specialization by which the different 
countries would pool their requirements, and place them at selected 
supply sources with adequate volume to get efficient production runs. 

There is one last point that I would like to make on this subject, 
which is that in terms of the contribution to the defense production 
base, and within the limits of a sound defense production base, to 
the economies of these European countries, it makes no difference what 
the destination of the end item may be which is being produced through 
OSP in that country. So that is equally valuable whether the pro 
ducing country is the recipient country or whether to the extent that it 
is practicable, items to be given to some of the non-NATO title II 
countries or to the far-eastern countries are also produced in Europe, 
and we would naturally, from our standpoint, like to see as much as 
possible of title IIT procurement program allocated for production in 
Europe, the same as titles I and II. 


LIMITS ON OFFSHORE PROCUREMENT CONTRIBUTION 


The last point I would like to make is that there are definite limits 
to which offshore procurement alone can contribute to the buildup 
of a sound defense-production base. For example, the Defense Pro- 
duction Board, in a study that was developed a little over a year ago, 
found that in the field of ammunition only about 3.3 percent of the 
propellant requirements, 11.5 percent of the explosive requirements, 
and 27.8 percent of the metalworking requirements were available to 
support the European NATO forces in the event of hostilities. 

They recommended a program of approximately $112 million to 
bring the segments of ammunition production up to a balanced capa- 
bility of 25 percent of wartime requirements. 

Now, France and Italy, partially as a result of offshore procure 
ment orders that have been placed to date, have invested about $54 
million between them on the development of powder capacity, and 
are accomplishing in that way a third of that recommended exp: ansion 
program, It is proposed i in fiseal year 1954 to use approximately $50 
million of United States assistance in the development of additional 
ammunition production facilities in Europe to complete the NATO 











MUTUAL SECURITY ACT OF 1953 349 


program, on condition that the participating country put up the 
remaining sum. 

We know that the $50 million can be used effectively in the field of 
ammunition alone. We have these detailed studies that have been 
made by the international staff, that have been brought up to date, 
and the proposal would be to make the United States contribution to- 
ward the development of those additional facilities in order te 
strengthen the position for full hostilities, dependent on the NATO 
countries making an adequate contribution on their part, just as was 
conditioned in the aircraft program, together with adequate agree- 
ments for these facilities to be maintained in standby status. 

The Cuatrman. Where would they be built? 

Mr. Frntay. There are two definite projects that have been recom- 
mended for France and Italy. There is a possibility of an additional 
project in the United Kingdom, but it has not been sufficiently en- 
gvineered for a firm recommendation. So that it would be our recom- 
mendation that funds in that order of magnitude be made available 
for projects, probably primarily in the ammunition field, if sound 
agreement could be made on a joint financing basis to assure the 
availability of these facilities for mobilization needs. 

That is all I have, Mr. Chairman. 

The CuarrmMan. Carry on with the rest of this, and then we will go 
on into the infrastructure. 

Mr. Haxasy. Thank you, sir. 

I think at this point we are in position to sum up very briefly. 


SUMMARY DATA REQUESTED 


First, I would like to ask you and the other members if there is any 
submission of any kind on any point that has come out yet that would 
be helpful for the record, in your opinion. We are prepared to get up 
data or provide from the stacks of documents and hundreds of hours 
of work whatever you want, whatever you think you would like to 
know, and might need on the floor, and so on. 

The CuarrmMan. I think a simple exhibit would be helpful showing: 
(1) the total amount that each of these countries is contributing 
toward the overall military program; (2) the total amount they are 
contributing toward offshore procurement; (3) the total amount we 
have contributed. I think that would be helpful for those who have 
only a few moments to see what the facts are. 

(Classified information was subsequently supplied to the com- 
mauctee. ) 

Mr. Hatany. You would like to see what they are producing with 
their own funds, and what they are producing through our procure- 
ment and our aid ¢ 

The Cnatrman. Yes. What they are really expending in their own 
defense. 

Mr. Hauasy. Right. 

Is that just for military production or the total defense expendi- 
tures ¢ 

The Cuarrman. Give us the total. 

Me oem asy. And within that the military production phase. We 
can do that. 


83902—53——_23 
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The Cuairman. I think that would be helpful, in view of the fact 
that we are now talking about contributing money toward building 
plants. 

Senator Grorcr. I think you ought to make it perfectly clear what 
limited amount you are proposing to use for new construction. 

The Cruamman. Yes. 


FINANCING MILITARY PRODUCTION 


Senator Grorcr. Because, after all. while the construction may be 
necessary in our own interest, and to enable the NATO countries, 
France and others, to put and maintain their forces in the field and 
support our own in the event of an all-out war in Europe, it is another 
way of sending economic aid. 

Mr. Hauapy. Senator, we may have misled you a bit. We are not 
financing any construction. 

Senator Grorar. I understood the gentleman to say 

Mr. Hauapy. No; these are nonconstruction items. They are tools; 
these are services, technical advice, some materials, but no bricks-and- 
mortar-type construction. 

Senator Grorce. I understand that it may be machine tools, and 
may be something else which they would retain. In any event, these 
items might be serviceable to France, if there was no remote possi- 
bility of war. Of course, to my mind, Senator Taft’s statement this 
morning was an argument against the whole program straight out ; 
that is, we ought not be making any contribution. But if we are to 
make a contribution for military purposes, and it can be also used to 
aid these countries to stopgap the dollar deficit that they all face and 
aid their economy; that is all right, if it is for a multiple purpose as 
you have described. 

I never have been able to see any valid objections to offshore procure- 
ments of end items if we have anything to do with the program at all. 
Of course, the argument could very easily be made that we should not 
be making any contribution to any of the NATO organizations, al- 
though we are committed to do it. I am not worried about your 
offshore procurement program. 

Of course, I assume that maybe there is some slight increase in 
overhead if it could all be procured in our own plants and factories, 
And in addition to that, we would overload, of course, the shipping 
facilities in case you needed to put your materials in some other parts 
of the world. 

Mr. Havasy. We have been very careful because we want the Euro- 
peans to do the construction, and because the law provides that we 
shall not pay for plant construction we have concentrated our—— 

Senator Grorce. I know we did allow the use of certain sums which 
could be used for machine tooling. 

Mr. Havasy. Tools and services; yes, sir. We call them prepro- 
duction costs. 

Senator Grorce. I know we did that, and I do not think that was 
particularly unwise. But we want to be able to separate that out 
from the whole offshore program. 

Mr. Hatapy. We have. In the funds listed, the funds requested, 
we have given it to you as a separate item, and General Finley pointo4 
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out this is to have ready the tooling and know-how for development 
of emergency wartime production. . 

Senator Greorce. And I do not quarrel with it myself. But if we 
are going to do anything for the NATO group of which we are a 
part, and if it is a wise policy that we have embarked on at all, then 
surely there is some sense in procuring what you can in those countries 
or having them produce it. I also think myself that we ought to be 
quite glad to have anything produced we can without hurt to our own 
industries here and our own people at home, because I think we ought 
to be conserving of a lot of things that we are very wasteful and 
rapidly depleting. 

Senator Green. Have you finished? 

Senator Groree. Yes. 


VARYING CONTRIBUTIONS MADE BY NATO NATIONS 


Senator Green. If you present these tables with the object of show- 
ing the proportionate amount that each of these nations contributes, it 
seems to me that you have got to show not only the production of each 
country, but also the proportion of part of the expense in producing 
that each country had borne itself. In other words, if we pay for 
half of the production as between two countries, the production is 
equal. If we are paying half of the expense in one case and none in 
the other, it is not to say that they make an equal contribution. 

Mr. Finuay. I may say to that, Senator, that the actual production 
contribution of these countries varies very substantially in relation 
to their total defense expenditures. For example, countries like 
France and Italy, which have made a very large manpower contri- 
bution to the buildup of forces, have had to utilize a very large pari 
of their total defense budgets for non-hard-item expenditures. 

On the other hand, the United Kingdom, which has made a lesser 
contribution of forces than France or Italy, has contributed a very 
substantially greater part of its total defense budget to hard-item 
procurement. 

Senator Green. Certainly. 

Mr. Frinuay. So that in evaluating what these countries have 
done in the procurement of military materiel, you really have to look 
at their overall pictures and, of course, in the annual review at NATO, 
the best possible effort was made to determine that each of these coun- 
tries had made its maximum contribution to the total effort, and that 
the self-financed military materiel portion of their budget was in keep- 
ing with their overall contribution. 

Senator Green. That is very true if you want to get the overall 
picture, but the question was addressed to a table showing the amount 
of production in each country, and I thought if you were going to 
explain the amount of production, it was necessary to have that addi- 
tional information. 

Mr. Hatapy. We can handle that, Senator, and we will provide you 
with that data. 

If I may, Mr. Chairman, I will try to summarize, and then if there 
are any further questions they will be answered. If not, we can go on 
to the infrastructure. 
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BRITISH BIDS ON DAM EQUIPMENT 


I want to pick up one question of Senator Green’s this morning that 
T did not fully answer with respect to the Chief Joseph Dam and the 
McNary Dam. I did not make clear, I am afraid, that the Buy Ameri- 
can Act does not apply to this program. It only applies to the pur- 
chase of equipment for our own forces and not for the purchase—— 

Senator Green, I did not think it applied, but a different course of 
reasoning, it seemed to me, was used in the two cases. 

Mr. Harasy. That may be right. 

Senator Green. They were not the same. 

Mr. Hatapy. That may be right, sir. 

Senator Green. I did not know what the justification was for ap- 
plying these 2 different principles in 2 different pieces of legislation 
or administration. 


Mr. Harasy. Right. 


ACCOMPLISHMENTS TO DATE 


I think we brought out in the couple of hours we have been dis- 
cussing this program with you that in a matter of 15 months we have 
come a long way; in general, our officers in Europe have been doing an 
excellent job, and the special representative’s office, and General Fin- 
lay’s staff.in that office, have done, we believe, an excellent job in 
putting together a program that combines the triple-duty dollars and 
puts them to work; triple duty because they get hardware, they pro- 
vide a mobilization base, which leads the European toward self-sup- 
port, and finally they provide economic benefits. 

Now, I gave this morning 10, what I thought were fairly hard- 
headed reasons why this program should be continued, and the chart 
pointed out that of a total of about $14 billion in end-item money, 
which you have authorized over the last 4 years, we are putting about 
$2 billion worth of contracts offshore; in other words, about 1 out 
of 7 end-item dollars is for offshore, 1 in Europe to 6 in the United 
States; and we explained that it is almost impossible to compare these 
oranges and apples, equipment produced in Europe, equipment pro- 
duced in the United States, in terms of prices. 

We gave you the various factors that went into such a comparison, 
and then we. attempted to rough out an aggregate comyarison, even 
though it is almost impossible to do so precisely. 

The result, as we said, was that in the aggregate we are getting 
this $2 billion worth of equipment at a considerably lower price than 
would have been purchased in the United States and shipped overseas. 

We also pointed out that some of the prices, particularly the 
ammunition prices, exceed the average or lowest United States price. 
In some cases they substantially exceed it, and we gave reasons why 
it seemed good business to go ahead and get that ammo production 
going. 

Another reason, of course, is that we cannot consider this just in 
terms of dollars, although that is of primary importance. We have 
got also to think of it in terms of materials. 

The Paley report and studies that the Congress has accomplished 
show that we do not have an endless material-resources supply in 
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the United States, and most of the material going into this produc- 
tion in Europe is coming out of non-American material stockpiles. 
Of course, the total does come out of all the resources available to 
the free world. 


COMPETITIVE BIDS AND DECREASE IN PRICES 


In terms of competition, we have been employing a system of com- 
petitive bidding, followed by negotiation wherever useful, to get the 
price down. We also in case of the ships and in the case of the air- 
craft, for example, have been employing contract negotiation with 
selected sources. 

Now, we believe that this kind of approach is driving prices down. 
In fact, we get credit or, you might say, thanks from at least 1 or 
2 of the European-defense ministers for enabling them to buy with 
their funds at lower prices than before we came into the market. 

We do have, as General Finlay has pointed out, a mobilization base 
building up and in being, and that base is created by their funds, our 
funds, our defense-support aid and our mutual-defense financing. 
That is an invaluable thing because time in an emergency is priceless. 
We will have it there on the spot. 

Mr. Wilson, and his deputy, Mr. Kyes, I think, are particularly 
anxious to keep the prices moving downward. They are production 
men, and they see in proper placement in these contracts, in proper 
expediting and monitorship of them, opportunities for volumes of 
contracts at lowering prices, at net advantage to both the Europeans 
and ourselves. 

They also are looking at the organization as we have been in terms 
of trying to simplify it, trying to improve it. We are taking into 
account the criticisms we have received from Mr. Stassen’s evalua- 
tion teams, and any ideas that Congressmen and Senators have 
given us. 

SPEEDUP OF OFFSHORE PROCUREMENT 


We are definitely planning to speed up the placement of contracts, 
and now that we have had 15 to 18 months of experience, we hope 
that by the time the appropriations, if any, are made for this program, 
we will be ready to issue procurement directives to the field, and not 
have this bunching of contracts in the last quarter, which has been 
typical of the last 2 years. 

We cannot eliminate that entirely because they have been working 
on the contracts that are going to be placed in the next 40 days all 
the previous 6 to 8 months. 

I want to emphasize that there is no new construction money, no 
public works or PWA or anything like that in this program. This 
is for end items, it is for a few tools and services, so-called prepro- 
duction costs. 

Finally, I think it important to point out that we are trying to put 
to work capacity that is there. The men are there, the skills are 
there, the bricks and mortar are there, and it is idle because of lack 
of European resources, and we are providing the margin that gets 
the multiple benefit of this whole effort. 
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OFFSHORE PROCUREMENT PROGRAM FOR FISCAL YEAR 1953 


With respect to what we are going to do next year, I think a general 
statement of a few paragraphs should at this time suffice. 

Last year, about this time of year, we estimated we would do a 
billion in OSP in fiscal 1953. Now, as you have seen this morning, 
we estimate we are going to do better than that, around $1.4 billion, 
perhaps more. 

The only way we can tell you what we intend to do in fiscal year 
1954 is to say that we are going to go over very carefully these studies 
that have been accomplished in Europe, where General Finlay has 
indicated that a very large capacity exists within which to carry 
out an offshore procurement plan of this size, of the present size, 
or even larger, but the size io the composition of the new programs 
will depend upon a detailed item-by-item matching of European 
productive capacity with the end-item content of this program, as 
you appropriate it, if you approve it, and we have not yet been able 
to do that matching of capabilities and hard requirements; we will 
be doing it as you proceed with action on the program. 

During the fiscal year 1954, it is the objective of the executive 
branch, as stated by Mr. Stassen and the other earlier witnesses, to 
negotiate additional offshore procurement contracts up to a total of 
about the same magnitude as this year. 

Placement of contracts in this amount will, of course, depend upon 
satisfactory negotiations on price, delivery, time, specifications and, 
most importantly, the funds you provide. 

Nevertheless, even as of today, we can see, if you approve the pro- 
gram as requested, that we can do over a billion dollars within the 
end-item program, as requested. 

Now, that is all I have, sir, by way of summary, and if you have 
any questions we stand ready to try to answer them. 

The Cuarrman. If there are not any questions we will proceed to 
the infrastructure. 

Mr. Hauapy. If I-may release these gentlemen, who have been 
working very hard to get this program ready to present to you, Mr. 
Chairman, I will. 

The Cuarrman. All right. If you want to pay them a compliment 
on the record, in extenso, why, do so. 

Mr. Hatapsy. I would not make it in extenso, sir, but I will say 
that for the last several nights they have been working until midnight 
to get these charts ready, and get this together so that we could give 
you a complete and honest picture, and I think they are a great 
bunch of guys, and good hard- headed Americans. 

The Cuatrman. Well, that is very fine. If I knew that to be a 
fact, I would say “Amen,” but I have seen their behavior. We will 

say, gentlemen, we have been glad to have seen you, and I will say 
come again when you have more information to give us. 


INFRASTRUCTURE 


All right, sir, if you will carry on with infrastructure. Make it as 
succinct as you can, and include definite facts, not a lot of generalities. 
You know what I mean now. 

Mr. Hatasy. Yes, sir. 
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The Cuarrman. This story should be told, and you said you could 
tell it to us in 15 or 20 minutes, 

Mr. Haxasy. Right. 

The CxaimrMan. So that he who reads will comprehend it. 

Now, your statement was very clear. 

Mr. Hanasy. Just too much of it. 

The Cuatrman. Your summation I thought was very good, and 
I thought your reasons were very well stated. I am again thinking 
of the members who have got to make up their minds from the record. 

Mr. Hauasy. Mr. Chairman, I think we can cover this infrastruc- 
ture in 15 or 20 minutes. One way would be simply to read into the 
record very quickly a very short statement here, and then go on to 
these charts. 

The Cuamman. Follow your own formula, whatever you think is 
the way to make the record clear; that is all I am talking about. 


WHAT IS MEANT BY INFRASTRUCTURE 


Mr. Hauasy. A basic ingredient of the NATO defense effort is 
infrastructure, which consists of the facilities needed to permit effec- 
tive combat operations by the integrated NATO forces under the 
command of General Ridgway and Admiral McCormick. Common 
infrastructure is available for use by the forces of all the NATO 
countries. 

It is paid for through an international cost-sharing agreement 
among the NATO nations in which the United States participates, 
Funds are included in the bill under consideration by this committee 
to provide the United States share of the infrastructure program 
through 1954. 

It is plain that the NATO forces cannot operate without logistic 
backup, without facilities, without what we call in this country mili- 
tary public works. 

The aircraft need airfields, and fuel supply, and these jets that you 
have seen here earlier consume an inordinate amount of kerosene, 
because they have a very high rate of fuel consumption and, there- 
fore, with the modern type aircraft we need much more facility 
backup than in the old days. 

The armies need means of communication. The whole defensive 
alliance requires a tremendously complicated and costly amount of 
radar and electronics. The naval forces need fleet facilities, and these 
are all provided on a minimum of bases in the NATO common infra- 
structure program. 


WHAT IS BEING DONE ON INFRASTRUCTURE 


You will see there, Mr. Chairman and Senator George, on one page, 
the picture. 

The Cuarrman. That tells the story pretty well. You have marked 
it confidential so we cannot even tell our associates about this. 

Mr. Hatasy. Well, sir, here is our problem in that: The number of 
airfields is a secret. 

The CuatrMan. Yes, but you know the Russians have got that. 

Mr. Hatasy. Well, we hope they have not; we certainly do not 
want to confirm it if they do have it. 
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What we would like to do here, if we may, is to put symbols like 
X, Y, and Z and add it all up, or give you the whole thing, except 
for the numbers of airfields; and we can put down here “over a 
hundred” if you wish, but we do not in the interests of security 

The Cuarrman. You talk about the first annual slice. That means 
the first, second, third, and fourth year? 

Mr. Harasy. Roughly. 

The CuarrMan. Very well. 

Mr. Harapy. This is an annual negotiation where we all get 
together. 

Senator Grorcr. Did you say how much the contribution was to 
this? 





CONTRIBUTION BY COUNTRY TO INFRASTRUCTURE 


Mr. Hauany. Yes, sir. The total contribution by country is set 
forth here. 

Senator Groror. It is set forth on that chart ? 

Mr. Haxasy. Yes, sir. Through these first four annual slices, the 
United States contribution is $534 million. 

The Cuarrman. I do not think you got the right answer on that 
because you were trying to joke. That 1s our share $534 million; the 
total is $1,304,000,000. 

Senator Grorcr. What is the percentage ? 

The CuarrMan. Forty percent, 41 percent. 

Mr. Hatasy. We do a little better than that, sir, I am sure you will 
find, because we are getting tax relief. Our total bill, when we really 
get down to signing ‘the checks, is going to be more nearly $475 mil- 
lion, because we are going to get 10 or 12 percent tax relief. We have 
refused to pay any taxes on our contribution. 

Senator Cacdiad. Have you got that worked out ? 


STATEMENT OF ROGER ERNST, OFFICE OF NORTH ATLANTIC 
TREATY AFFAIRS, OFFICE OF THE SECRETARY OF DEFENSE 


Mr. Ernsr. Yes, sir; we have agreements negotiated with countries 
where we are making infrastructure payment, under which we do not 
pay norm: il taxes 

Senator Grorce. Oc cupation tax or excise tax. 

Mr. Ernsr (continuing). Normal tax, excise tax, use taxes, turn- 
over taxes. Those agreements were negotiated in accordance with the 
mandate of the Congress in section 521 of the Mutual Security Act. 

Senator Grorce. Who is making the next largest contribution ? 

The CuHarrMan. France. 

Mr. Ernst. France. 

Senator Grorce. I assume it would be proper to say a great deal of 
this work would be done in France, would it not ? 

Mr. Hatasy. Yes, sir, it would. We have a map showing where 
it would be located. 

The CramMan. I am interested in how this tax works. What 
happens, for instance, out of this materiel, where we are buying 
$1,000 worth of something for an airfield ? 

Mr. Ernst. Senator, if I may explain that, the procedure is that 
when an airbase is agreed to be constructed, the country in which that 
base is located does the actual construction; they put up the cost 
originally. 
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They then must appear before an international committee on which 
the United States has one vote, which is also a veto, and justify the 
expenditure they have made within a very tight budget review sys- 
tem. Bills are then presented around the table in accordance with 
these agreed percentages for contribution. 

If the French come in and say, “We have built an airbase, every- 
body should now pay according to the agreement,” everybody says, 
“Fine.” We deduct before we pay the French, we deduct a sum equal 
to the amount of taxes which would be on that project. We have 
reached an agreement with the Government of France to exempt us, 
to give us that tax relief. 

Mr. Hanapy. We are complying with the law when we do that. The 
law, in general, was we would not pay taxes on that. 

The Cuatrman. That is $533 million ? 

Mr. Haxany. Less a total of about $475 million. 

Mr. Ernst. $470 million or $475 million. 

The Cuatrman. How are we going to show the members—can we 
show them this percentage ? 

Mr. Ernst. Yes, sir. We have a table, sir, which we can give you, 
which shows the contribution by each country to each one of those 
four programs in terms of both percentage and dollars. 

The CuHarrman. That is the whole story; if this tells it, put it in 
the record. 

Mr. Ernsr. We will, sir; we intended to do that. 
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Mr. Hatapy. Senator, I appreciate the point about that 1 coun- 
try, but there is a special safeguard in here. This deal is worked out 
not by the United States and 1 country, but by all these countries 
together, and it is a real hard tough negotiation about these per- 
centages, so we are safeguarded by being 1 of 14 rather than 1 of 2. 

The Cuarrman. If that is the case, why don’t you put the actual 
amount. we are going to pay instead of the overall cost, less taxes ¢ 

Mr. Hatasy. We have the figures both ways, but we figured it would 
be better to show you the tots al to which we agreed, and “then give you 
the surprise and pleasure of finding that it was really less. 

Mr. Ernst. Another point, sir, is that we are participating in buy- 
ing $1,300,000,000 worth of facilities. That tax differential is 
absorbed by the countries over there in Europe. 


GEOGRAPHIC DISTRIBUTION OF INFRASTRUCTURE 


Mr. Hatasy. Mr. Chairman, this is designed to show the geo- 
graphical picture of the airbases and fuel supply facilities. You can 
see the concentration here in Western Europe. 

The CHarrmMan. Senator, you had better get up and see this. 

Senator Grorce. I can see it fairly well. 

The Cuarman. Those are all sirk 

Mr. Ernst. Yes, sir. Airbases; there will be over 100 airfields in 
total when this program is completed, of which almost half may be 
occupied in time of peace by units that are available to meet the enemy. 
The other fields will be alternate fields. 

The Cuarrman. What have you got the lines for? 

Mr. Ernst. Those are the pipelines. 

Mr. Hatasy. The pipelines. 

‘The CuHarrman. Down here what have you got? 

Mr. Ernst. Those are tanks for storage for jet fuel. 

The Cuarrman. These are all airplane bases? 

Mr. Ernst. That is right, sir. 

Mr. Hatasy. The red dots are airbases. 

Mr. Ernst. That is a naval air station. That is a naval air facil- 
ity, and that also 

The CuHarrman. What are those here? 

Mr. Ernst. Those are United States. We are showing here Gen- 
eral Ridgway’s base structure. We also have United States strategic 
air bases in Morocco. 

They are not part of the socalled NATO infrastructure program. 

The Cuarrman. How big are these bases up here? 

Mr. Ernst. Those are a standard airfield, which is a minimum pro- 
vided by General Ridgway, normally including a runway, hard stands, 
and the other necessary minimums, including lighting, and main- 
tenance sheds and operation towers, and soon. They are places which 
will handle the modern jet aircraft. 

The Cuarrman. This is all part of the infrastructure that you are 
talking about? 

Mr. Haxapsy. Yes, sir. That is the NATO common infrastructure 
that 14 nations are interested in. 
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EXEMPTION FROM TAXATION 


Mr. Ernst. If I might say one other point about this tax question 
that you raised, Senator, that is that we were able to reach : agreements 
with all of the NATO countries where we are making infrastructure 
payments, and while the precise form of the agreement varies from 
country to country, it normally takes the form of a statement that 
we will pay no readily identifiable taxes on our defense expendi- 
tures in that country. 

There are some taxes which you cannot identify which are so com- 
pletely submerged you cannot identify without a very high admin- 
istrative cost. We do allow social security countributions. 

The Cuarrman. These are mostly sales taxes, then ? 

Mr. Ernst. Turnover, purchase, production taxes—a whole cata- 
log of taxes. We can provide you with a statement on that subject 
if you would like, sir. 

Mr. Woop. Even as to local taxes, Mr. Chairman, I believe it is 
true that while they are not in all cases identified payment by pay- 
ment there are careful estimates made of the amount of local taxes 
involved in these expenditures by us in Europe, and we are also given 
a rebate or do not pay those taxes, as well. 


ANNUAL INFRASTRUCTURE PROGRAM 


Mr. Harasy. If I could go on with the continuity here, Mr. Chair- 
man, these requirements that we have been talking about are pro- 
gramed annually in the so-called slices. Each slice is a year’s pro- 
gram, and to date we have agreed to four. 

These programs total, as the other chart showed, about $1.3 bil- 
lion, which will provide the facilities needed for the forces realis- 
tically expected to be in being by December 1954. In other words, this 
is not just a construction program unrelated to the forces; it is in 
balance with the forces, and this $1.3 billion program to which all con- 
tribute, will provide for forces that we expect will be in being at the 
end of 1954. 

The CuarMan. How many slices have we taken care of ? 

Mr. Hatasy. Well, with the $180 million that we are asking you to 
authorize and appropriate this year, we will have taken care of four— 
our contribution to 4—slices. 

The CuarrMan. Four? 

Mr. Hatasy. Yes, sir. We will show you in a minute what we are 
contributing to in the fourth slice on another chart. 

These infrastructure needs are calculated not just as requirements, 
but as real and tangible facilities directly related to actual forces 
in being or about to come into being. 

The Cuarrman. Is it not important to show here how much we 
have paid out already for infrastructure, and how much it will take to 
balance off the whole job? 

Mr. Hatasy. We are coming to that. 

The Cuairman. In other words, the argument always is that if you 
started on a job you had better finish it. 
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INFRASTRUCTURE COST AND PROGRESS TO DATE 


Mr. Hauasy. Yes, we are coming to that in just a moment. Now, 
the United States has agreed to contribute to this program along with 
its NATO allies. Our percentage has varied from 48 percent to 43 
percent, to 40 percent, to an average of about 41 percent. Our contri- 
bution in terms of dollars is $534 million. 

However, this figure, as we pointed out a moment ago, is subject to 
adjustment downward as we have succeeded in reaching agreement 
with our NATO allies under which we do not pay taxes. 

This relief of the payment of taxes reduces the actual United States 
contribution from $534 million to about $470 million or about 36 
percent. 

Now, this program to date provides for over a hundred airfields in 

NATO, and additional fields in Germany. 

Of the total, almost half are main airfields upon which may be based 
tactical units available to meet the enemy should a war occur. 

In addition to these airfields there is a vital supply and storage sys- 
tem for jet fuel, including tanks at airfields and pipelines to permit 
the flow of jet fuel to the fields. 

Communications are provided in the program to link General Ridg- 
way’s headquarters with his commands. There are also elements of a 
radar screen and certain radio navigational aids. Major naval facili- 
ties in the Mediterranean area and elsewhere are provided so that 
the allied naval forces can operate effectively. 

The status of construction has improved markedly over the last year 
Of the airfields programed, almost two-thirds are in a sufficiently 
advanced stage of construction that they can be put into use in an 
emergency. In other words, they are far enough along so that al- 
tho ugh it would be far from an ideal operation, the Air could operate 
ona marginal basis out of these fields. 

All of the airfields programed should be completed by the end of 
1954, barring unforeseen difficulties. 

néataee similar progress has been reported in the construction of war 

1eadquarters, and while a lot of technical difficulties have delayed the 
execution of the signals program, it is now moving forward at a prom- 
ising pace. Construction of the jet fuel storage and supply system in- 
cluded in the fourth slice should be on the way next summer. 


SCREENING OF INFRASTRUCTURE COSTS 


As Mr. Ernst pointed out a moment ago, the United States invest- 
ment in infrastructure is very rigorously protected. All programing 
and expenditure are subject to a NATO screening and budget control 
mechanism. This is about the way it goes, the procedure: Supreme 
commanders submit their requirements to the NATO standing group 
where they are screened—the group being here in Washington—from 
a strategic point of view to assure that they satisfy the basic military 
needs, and also that there are no facilities included which should be 
deferred. 

The standing group forwards the screened program to the North 
Atlantic Council, where it is further assessed to ascertain that the 
maximum use is made of the existing civil and military facilities in 
each nation. 
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Now, in this process, the total cost of a commander’s requirements 
shrinks down, and the final figure reflects a downward screening 
process usually. 

Host nations, that is, the nations in which the construction takes 
place, have the responsibility for carrying out the program. They 
may not do so, however, before « applying to the North Atlantic Coun- 
cil for specific permission to commit the funds necessary to execute 
any given project. 

To get such authorization from the Council, they must submit de- 
tailed engineered cost estimates of the project which they are about to 
commence. Even after this screening the actions of nations are sub- 
ject to an audit by an international board of auditors. Only with 
NATO approval can the countries commit funds to which the United 
States contributes. 


UNITED STATES INFRASTRUCTURE CONTRIBUTION FOR FISCAL YEAR 1954 


As I said a moment ago, in this combined process you get a sanction 
that is extremely useful in the interests of the United States, as well 
as inthe mutual interest. Legislative authority for the original United 
States participation in infrastructure was in section 521 of the Mutual 
Security Act. Under this authority the United States made contribu- 
tions to the second and third slices, of $220 million. In addition to 
that sum, $140 million were made available in the military public 
works bill of 1952, making a total of $360 million to be sprilied digeinas 
a total expenditure of $521 million. 

This figure of $521 million includes the $470 million net contribu- 
tion which I mentioned earlier, plus $51 million which is required to 
augment the SHAPE standard airfields to bring them up to United 
States Air Force operational level, and to provide logistical support 
facilities with them. 

The $51 million has been coupled with $50 million of Air Force 
money in order to make our United States Air Force units in Europe 
more effective and more efficient. That is all on the chart here. 

The subtraction of the $360 million in available funds from the 
$521 million total requirement means there is needed an additional 
$161 million for infrastructure out of fiscal 1954 funds. 

$151.3 million of that represents the agreed United States net share 
of the fourth slice, as determined at the recent Paris negotiations in 
the Jast few weeks. 

This amount, together with the contributions of the other nations, 
will provide—when and if you authorize $180 million—additional 
tactical air bases, with the jet pipelines and storage, naval air stations, 
naval fleet bases, war headquarters, telecommunications projects, radar 
installations, radio navigational aids, air and land combined training 
wreas, 

Now, $29.6 million are required to complete the United States 
contribution to the previous slices, including $20 million to cover 
price increases in the third slice, This third slice here, frankly, wa 
done in something of a hurry, and whenever you crowd a complicated 
project like this you often find that after all the engineering is done 
the price goes up, and in this case we are obliged to make up something 
in the order of $20 million increase in that. 
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The cost estimates for that slice were pretty fragmentary and rough 
when the program was originally agreed at Lisbon in 1952, and while 
the final engineered cost will not increase as much as it might have, 
a total increase of 17 percent in the slice can be expected. 

Consequently, we are asking you to authorize for infrastructure 
approximately $180 million under this bill. 


LONG-RANGE INFRASTRUCTURE PROGRAM 


Now, one major point of emphasis: At the Council meeting in 
December, General Ridgway made a special plea for a long term, 
businesslike basis for the planning of infrastructure. You were allud- 
ing to this a moment ago, Mr. Chairman. In response to his plea and 
a lot of hard thinking in the interim by both the outgoing and the 
incoming administration, the ministers at the North Atlantic Council 
in April. carefully considered the problem, and in order to provide a 
sound basis for both military and financial planning to finish the job, 
which is so well along, Secretaries Dulles, Wilson, and Humphrey, 
and Governor Stassen agreed, subject to your legis!ative authorization 
and appropriation, to share the costs of a final ; program to cover the 
years 1954, 1955, and 1956, which could run as much as $700 million 
additional. This would provide the total buildup to about a $2 billion 
military public works construction program in NATO, commonly 
shared among all 14 members. 

This would provide the basic infrastructure needed over a long- 
term period for the forces under General Ridgway, soon to be General 
Gruenther, and Admiral McCormick’s command. 

The United States contribution to this possible $700 million pro- 
gram would, in rough estimates, be at a maximum of around $300 
million. That would be just under 43 percent prior to deducting taxes. 

Tax relief would reduce the United States payments on this still 
hypothetical program to $264 million, making our contribution about 
38 percent of the total. 

In agreeing to undertake participation in the plan, the United States 
made clear that contributions were dependent on legislative action 
to provide the necessary funds. All of the other ministers had the 
same caveat with respect to their problems. 

The United States share of this amount is not before us for con- 
sideration or action this year, but will come before us in later years, 
and, as you have requested, we want. to be completely candid about 
where we are going and how we are going to get the job completed. 

The understanding in Paris further stipulates that the funds must 
be obligated by June 30, 1955, in order to qualify under the agree- 
ment. If military infrastructure requirements cannot be justified in 
re:ation to actual forces to be in being, the North Atlantic Council 
will, of course, not authorize expenditures from the $700 million. So 
that program is still contingent, still to be worked out, but we are 
trying to give you a fair forecast of what it would take to complete it. 

In ‘conclusion, I would like to state that all concerned, Secretary 
Wilson, General Ridgway, and everyone concerned with this NATO 
program, are convinced that the United States is making a good 
investment in supporting NATO infrastructure. 

The CHatmrMan. Any questions? 

Senator Grorcr. No, I have no questions. 
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JUSTIFICATION NEEDED FOR ADDITIONAL AIRFIELDS 


I would like to emphasize what the chairman has tried to say to you 
very frequently. I think we do all appreciate the difficulties that you 
have‘and what you are seeking to safeguard. But here in the last 
year or two, lots of Congressmen n and Senators have been going all over 
the world, they have been inspecting these airfields, and many of them 
have a strong conviction that we have already got some airfields that 
are going to be better than the ones you are going to build. If the 
chairman is unable to say what particular fields are going to be 
constructed or whether this is going to be utilized or not, it puts 
serious burden on him. 

Mr. Havasy. We would like to put in your hand the most convine- 
ing amount of information. 

Senator George. I understand what your problem is. At the same 
time it does increase the burden of the members of the committee, and 
the chairman of the committee, particularly, when some of our col- 
leagues, you know, have been around and seen for themselves. They 
are satisfied from what they have seen in many instances that many 
of your calculations are all wrong. You understand what I mean. 

Mr. Hatasy. Well, sir; I think you are referring to some other than 
common NATO infrastructure construction. 

Senator Grorer. Well, we are referring to all of it. 

Mr. Hatrapsy. Yes, sir. 

Senator Grorcr. Yes. I have heard some of them talk about build- 
ing another airfield when we have already got enough airfields, and 
about the utter uselessness of spending so ‘much more money on some 
other airfields when within 10 to 30 miles away there is a field already 
prepared and equipped with all of the utilities. 


DISTINCTION BETWEEN NATO INFRASTRUCTURE AND UNITED STATES BASES 
IN MOROCCO 


Mr. Hatany. I want to make sure that we have distinguished ade- 
quately, Senator, this NATO airfield program from the other airfield 
construction which the United States Government finances. I think— 
I know the same principle applies, but this is not the program. 

Senator Grorce. It is not so clear in my mind, and I doubt if it will 
be clear in the minds of other Senators, because they probably do 
confuse the two. Since we cannot identify the fields and count them 
up and say, “Here they are, so many in number, and here is the loca- 
tion,” they can still argue that it is Just a wasteful program. 

Mr. Hatapy. Well, for your information, sir, the fields that have 
been so heavily criticized are not in this program. They are part 
of another airbase program of the Department of Defense program; 
they are down in north Africa. They were built, as Secretary Wilson 
said here the other day, under forced draft, right after Korea, and 
in the light of a serious emergency. This program, as you can see, 
has been | going now for 4 years. The first slice was worked out by the 
Brussels’ Trea aty back in 1948-49, so there are almost 5 years of 
painful and hardheaded experience here that was not fully avail- 
able for the other program. 
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Senator Groree. I do not have a very clear picture of it. I do 
realize that there is confusion as between these two programs. 

Mr. Hauasy. Yes, sir. 

Mr. Chairman, unless you have a question—— 

The Cuarmman. Are you a general ¢ 

Mr. Fintay. Yes, sir. 

The CaHarrman. What kind of a general ? 

Mr. Harasy. He is a general of the Army, and is a procurement 
officer, and during the war was in the Transportation Corps, General 
Finlay. 

The Cuatrman. You have anything to do with the contemplated 
bases down here in Spain, have you? 

Mr. Hawasy. Yes, sir. 

The CHatrmMan. Off the record. 

(Discussion off the record.) 

The CHatrman. As I look at these numerous air bases, | wonder 
sometimes whether Seversky is right in his position that we are not 
sufficiently aware of the ch: illenge ‘of the new war, if it comes, and its 
techniques. In other words, do we have a M: iginot line complex ? 

Mr. Hartasy. Mr. Chairman, the authoritative answer to that con- 
cern of yours, which we recognize as a very sincere and legitimate one, 
must come from the milits ary r authorities. 

Now, General Eisenhower, General Bradley, General Gruenther, 
General Ridgway, have on previous occasions testified to the soundness 
and the need for this kind of a program. 

General Ridgway will be before you next week. I know he feels 
very strongly ¢ about this, and that he feels this is the heart of defe nding 
Western Europe and holding there all those resources which we are 
trying to aad and to protect. 

I believe that question—the answer to that could best come from him. 


SECRETARY WILSON’S VIEWS ON INFRASTRUCTURE 


I will, if I may, put in the record, with your permission, a letter to 
you, sir, from the present Secretary of Defense, Mr. Wilson. We felt 
that it would be useful to you, since a new administration has come 
in, to have the judgment of a man who has not been involved before, 
who has got a fresh, new look at this thing, and if I may, or if you 
wish- 

The Cramman. Read it. 

Mr. Haxapy (reading) : 





Deak SENATOR WILEY: During my recent trip to Europe, I saw many military 
units under General Ridgway’s NATO Command. I was impressed with the 
spirit with which they embark on the training to make them battle-worthy. Part 
of their combat potential stems from the availability of adequate operational 
facilities. I visited many installations which are included in the NATO infra- 
structure program and am convinced of the need to carry this program to a 
successful conclusion. What has been done to date in providing airfields, tele- 
communications, and other vital facilities has been good, but not enough. The 
additional infrastructure programs agreed to by the North Atlantic Council, 
when completed, will assure our forces and all the forces under General Ridg- 
way’s and Admiral McCormick's command of the facilities they will need over 
a long haul for the effective performance of their combat missions. I firmly 
support the NATO infrastructure program. 

During the course of my brief testimony before your committee last week, it 
was not possible to cover all items of the program in which the Department of 
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Defense is interested. In particular, I want to make clear to your committee 
my belief that it is essential for the United States to continue to participate in 
the financing of infrastructure. I have reviewed the proposed fiscal year 1954 
Mutual Security Program and because of the extraordinary importance of pro- 
viding an adequate network of bases strongly urge that the committee give favor- 
able consideration to the use of funds requested in the fiscal year 1954 Mutual 
Security legislation for infrastructure. 
(Signed) C. EB. WILson. 

The Cuatrman. I presume, too, that American generals were all of 
the same opinion that it was imperatively necessary to go on with the 
infrastructure setup. Is it also the opinion of the best military minds 
that collaborate with us on NATO? 

Mr. Hatapy. That is correct, sir, and that will be confirmed again 
in the remainder of the testimony on this bill. 

The Cuatrman, Of course, as indicated by the map, these fields are 
not all located simply in France. 

Mr. Hatasy. That is correct, sir. 

The CuarrmMan. But in other strategic areas in Europe and Africa. 

Mr. Hatapy. That is correct. 

That is all we had to offer, sir, unless you have further questions. 

The Cuarrman. Are we through with Mr. Halaby and his crowd? 

Mr. Hauasy. I hope so, sir. 

The Cuatrman. I want to congratulate you, sir, and your team- 
mates. I think that at least you have the thing well in hand. 

Mr. Woop. Mr. Chairman, we have with us Mr. Cabot, Assistant 
Secretary of State for Latin America. 

The CuarrMan. Yes, sir; I have seen him before. 

Mr. Woop. And we would like to have him lay before you the main 
cutlines of the political situation in Latin America which, of course, 
has a very considerable bearing on what we are planning to do by 
way of military aid in Latin America. 

Without further ado, I should like to turn the witness chair over 
to Mr. Cabot. Following Mr. Cabot, General Stewart, who is by 
now well known to you, will run through the proposed program for 
military assistance to-Latin America. If we can finish that this 
afternoon, we will have finished the military story for the whole world, 
and we will have left only some of the special things like unexpended 
balances, and the technical assistance and special economic assistance 
in some of the underdeveloped areas of the world. 

The Cuarrman. Go ahead, Mr. Cabot. 


STATEMENT OF JOHN M. CABOT, ASSISTANT SECRETARY OF STATE 
FOR INTER-AMERICAN AFFAIRS 


Mr. Canor. Senator, I have here a prepared statement which I think 
I might simply hand in, which would simplify matters, if agreeable 
with you. 

The Cruamman. You read it, and probably that will cover the sub- 
ject. 

Mr. Caror. Right. 

I understand that General Stewart is prepared to discuss with you 
in detail the small but important program of military assistance we 
are conducting for Latin-American countries. I therefore plan to 
limit my remarks to a statement of what this program means to us 
in terms of the broad political and security objectives we are seeking 
in Latin Americs 











MUTUAL SECURITY ACT OF 1953 367 


LATIN-AMERICAN COOPERATION 


I would like to say, first, that this program is an important part of 
a total United States policy being carried out to assure maximum 
military, economic, and political cooperation from Latin-American 
countries in the event of global war. Since the early years of World 
War II we have made important progress in securing from Latin- 
American countries their agreement to the principle that the defense 
of the hemisphere, in time of war, is their responsibility as well as 
ours. For example, Latin-American countries are now allied with 
us in the defense of the hemisphere under the RIO Treaty. Their 
military representatives and our own meet regularly during sessions 
of the Inter-American Defense Board, which is developing ‘pl uns for 
the collective defense of the hemisphere in the event of attack. In 
the economic field, Latin-American countries are providing us many 
of the raw materials we require to keep our defense effort going. In 
the event of global war, we will require and expect from them even 
larger amounts of the materials we need to maintain our production, 


LATIN-AMERICAN CONTRIBUTIONS 


Under the military program we are now conducting, Latin-Ameri- 
can countries have agreed to play a more active role than ever before 
in hemisphere defense. Specifically, they have agreed to prepare— 
with our help—units of their armed forces for hemisphere defense 
missions. This represents an important new commitment to the 
United States, on their part. In addition, they have agreed to con- 
tribute manpower, money, and equipment required for the military 
units we are helping them to create and maintain, It is essential that 
we continue to live up to our part of the bargain by continuing our 
assistance until the program has been completed. 


IMPORTANCE OF CONTINUING THE LATIN-AMERICAN PROGRAM 


As you are perhaps aware, Communist and nationalist elements in 
Latin America have vociferously attacked the program from every 
side. One of their most effective arguments has been that our mili- 
tary-assistance agreements with the other countries are not really re- 
ciprocal at all; that they consist mainly of unilateral concessions to 
the United States. The local governments have found it difficult to 
convince even non-Communist elements that the agreements are two- 
sided; that they provide for a significant contribution of assistance 
by the United States. Even in Brazil, where our traditional ties of 
friendship have been strongest, the agreement was ratified only after 
a prolonged and uphill fight against opposition parties in the legisla- 
ture. Failure to appropriate any funds for the program this year 
would play into the hands of Communists and other opponents of 
the program, who would charge that the United States had lost inter- 
est in the program. 

I am frankly not in a position to advise you how much money will 
be required to carry the program through the next fiscal year. Gen- 

eral Stewart is better able to advise you on this question. owenet I 
bi say that $20 million seems to me a very modest sum to appropri- 
ate for Latin-Ameri ican military assistance for next year, particu- 
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larly at a time when we are appropriating vastly larger amounts for 
most other areas. Taking into account our broad political and secu- 
rity interests in Latin America, it seems to me that we need this 
amount of money to continue the program and to demonstrate to Latin 
Americans that we take positive interest in their efforts to prepare 
for a more active role in the defense of the hemisphere. In particu- 
lar, we must always be prepared to meet any Communist threat in 
the area, whatever form and direction it may take. 

Mr. Woop. That completes Mr. Cabot’s statement, Mr. Chairman. 
He is here to give you what information you may wish concerning 
any special conditions. 

The CuHatrman. Was he talking about the regular technical prog- 
ress and development 

Mr. Woop. No, sir. 

The CHarrmMan (continuing). Or talking about military aid? 

Mr. Casor. Military aid exclusively. 

The CuHatrMan. The amount of $20 million—— 

Mr. Capor. Yes, sir. 

The CHarrmMan (continuing). Which is set out in the secret docu- 
ment showing the distribution among nine countries? 

Mr. Canor. Yes, sir; that is right. 

The Cuatrman. That is contemplated as an out-and-out gift? 

Mr. Capnor. That is a gift, I believe, entirely ; yes. 

Mr. Woop. That is a grant-in-aid, Mr. Chairman. 

Mr. Canor. Yes. 





STOCKPILING RAW MATERIALS FROM LATIN AMERICA 


The Cuatrman. In view of the fact that you have a technical prog- 
ress and development program running 24 or 25 million dollars, I am 
wondering, and I address this also to you, General, whether or not 
these countries have a lot of raw materials that we ought to be stock- 
piling here? 

Mr. Carnor. We are stockpiling very extensively. As a matter of 
fact, one of the problems I am facing in another sphere at the mo- 
ment, Senator, is the fact that Bolivia is in a very serious economic 
state and, at the same time, we have stockpiled so much tin we do not 
want any more, and I am trying to figure that one out. 

The Cuatrman. Well, what about other material? There must be 
other material of a basic nature. How about that? 

Off the record. 

(Discussion off the record.) 


ADMINISTRATION OF POINT 4 


Senator Grorcre. What does this authorization bill contemplate, 
Mr. Wood, about this point 42. Who is going to administer it? Where 
is it going? Is there any change made? 

Mr. Woop. The bill itself contains no provisions concerning that 
question, Senator George. 

There has been, as you perhaps know, and as I think Mr. Stassen 
testified to this committee, a very considerable study of this question 
by Mr. Rockefeller and his committee, and there has been much dis- 
cussion. 
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Senator GrorGe. I knew tiiat, I understand that, and I understood 
you probably were coming up with suggested changes before we finally 
got rid of this bill. 

Mr. Woop. I feel confident there will be a recommendation of that 
sort made to the Congress prior to the finish of consideration of this 
bill by this committee. 

Senator Grorce. You are not in position to tell us now, though? 

Mr. Woop. I am not, sir, because I do not know. I know that a 
great many people have been advocating that point 4 operations be 
taken out of the Department of State and put under Mr. Stassen 
so far as the operations were concerned. So far as I know, a final 
decision on that point has not yet been reached. 

Senator Grorce. Thank you very much. 

The Cuarrman. All right, carry on with this. 


IMPORTANCE OF POINT 4 PROGRAM IN LATIN AMERICA 


Mr. Woop. Mr. Chairman, Mr. Cabot will answer any questions 
that you have. I think, perhaps, you might be interested, if you have 
the time, to have him tell you a little bit about the political background 
and rationale for the point 4 program in Latin America as we AT. 

Mr. Casor. I would be very happy whenever the Senators wish me 
to. Do you want me to go into that now 4 

The Cuatrman. We have had a long session, but if there is any- 
thing new in the political developments that you want to tell us, fine. 

Mr. Cazor. Well, I simply wished to say this in regard to point 4: 
I have just returned from a trip to Central America, in the Antillian 
Republics, and I have been highly impressed with the point 4 work 
which is in progress there. 

Most of that area, of course, is poor and underdeveloped. The point 
t work is really doing wonders in promoting that development. I 
could give you a good many illustrations such as, for example, in El 
Salvador, much of the rice which is now being grown is of a new type, 
developed by the cooperative agricultural service in that country, 
which has very heavily ine reased the yield and thereby provided a 
needed addition to the food of the Salvadoran people. 

Costa Rica is exporting sugar, corn, rice, and beans, where it used 
to import them. They told me proudly they were now exporting rice 
to Japan. That is done just simply by increasing agricultural yields. 
In the same way there is extensive work in the health services. 

Now, I would like to emphasize the fact that that is not only a 
gesture of humanitarianism and friendship, but it produces dollars 
and cents for the United States. 

As living standards rise there, there is an enormous increase in 
American exports brought about partly by those activities. The 
exports of farm tractors to the Central American Republics have, for 
example, gone up several hundred percent in some cases. 

The CuarrMan, Such as what? 

Mr. Capor. Tractors for farms, and also of all sorts of agricultural 
machinery. The farmers have discovered what machinery means in 
terms of better living and better crops for them. They are using 
them increasingly. 

These programs develop a demand for extra medicines and extra 
sanitary supplies, and I understand there has been a very important 
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increase in those categories precisely and directly due to this work. 
That, of course, does not include the indirect effects, the people who 
buy better clothes and better things for their houses, and so forth, 
because they have more moriey. In other words, it is both good 
polities and not bad business. 

The Cuatmrman. Go ahead. 

Mr. Canor. I just wanted to emphasize that I think that is one 
of the most effective means that I know of of carrying out the ad- 
ministration’s expressed policy of better relations with our sister 
Republics in this hemisphere. I feel that it is most important, and 
1 underline “most.” 

The Cuarrman. You lay that to the fact that we send down agri- 
cultural experts ? 

Mr. Capor. I lay it to the fact that the little man throughout 
the Americas and, particularly, in the more underdeveloped parts of 
the Americas, is able to see with his own eyes that Uncle Sam is 
helping him to raise his standards of living. 

The little man who finds a new water supply or who can go to the 
agricultural-cooperative service, which is, incidentally, about two- 
thirds or so paid for by the local government, and one-third by us— 
can see that we are actually helping him, and it is a very effective 
refutation of Communist propaganda which tries to hold out “pie 
in the sky” instead of better crops in his farm patch. 

The CuarrmMan. Were you in British Guiana ? 

Mr. Q,nor. I was not in British Guiana; no, sir. 

The Cuarrman. Do you know anything about that situation ? 

Mr. Casor. Nothing beyond what T read in the papers. That, inci- 
dentally, is not in my bailiwick in the Department. 

The Cuarman. It is pretty close to Panama. 

Mr. Canor. It is closer than I like to think. 

The Cuarrmman. All right. 

General, you may proceed. 


STATEMENT OF MAJ. GEN. GEORGE C. STEWART, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


MILITARY ASSISTANCE PROGRAM FOR LATIN AMERICA 


General Srrwart. As indicated, Mr. Chairman, by the Secretary, 
in the Inter-American Treaty of Reciprocal Assistance in 1947, the 
United States and other American Republics agreed that an armed 
attack upon one country would be regarded as an ) armed attack on all. 

In our bilateral agreements c onnected with military aid, this treaty 
is referred to, and our aid, the military part of our aid, is designed 
primarily to furnish equipment to certain units in the countries which 
are party to this treaty in order to enable them to carry out agreed 
specific missions of hemispheric defense. 

We have had a Latin-American program now in small amounts for 
the last 2 fiscal years, and we are furnishing supplies for small army 
units, small naval forces, and small air forces. 

Generally speaking, the equipment required is not of the latest type. 
Certainly it is not with regard to air forces. 

In the matter of the navy, our work is principally in improving 
vessels that they already have, that they got largely through lend- 
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lease, or which came out of surplus, and are not charged to this 
program. 

The request for funds this year, in order to place it in the record 
as we have done under previous titles, the fiscal year 1954 request is 
for a total of $20 million for military assistance. It is proposed that 
$1,206,972 of this amount be used for packing, handling, crating, and 
transportation; that $3,391,720 be utilized for training; and that 
$15,401,308 be used for providing military equipment. 

We propose to break down the materiel funds by using $2 million 
for ground forces in these countries, $6 million for naval forces, and 
$7,401,308 for air forces. 


TRAINING PROGRAM AND MISSION 


The Cuarman. Does the training include any of these South 
Americans who come to our military schools up here ¢ 

General Srewarr. It does, sir. 

The CHairMan. They come to Annapolis and to West Point ¢ 

General Stewart. No, sir; that is different. We bring them up and 
send them, just as we do for other countries, to our service schools, like 
Fort Benning. 

The CrarrmMan. Oh, yes. 

General Srewarr. And technical schools for training, mechanics 
and radio people, things like that, sir. 

The Cuatrman. Do you find, as a result, that they get indoctrinated 
with our American ways, and go back in spirit allies? 

General Srewart. Yes, sir. 

In addition to the military-aid program, for which I am responsible 
and which we are presenting to you, we have had for some time, as you 
know, in many of these countries a training mission that was there 
before this program started. The combination of the work that those 
training missions have done within those countries, with the returning 
students from our country, has improved the level of effectiveness of 
their military forces considerably. The effectiveness of these forces 
is obviously not to be compared with those of our own or the more 
modern European countries. 

Mr. Caxzor. Mr. Senator, might I interrupt? I just wanted to say 
that while I was on this trip in 2 or 3 instances I was spontaneously 
requested to see if I could arrange for more of these people to be 
trained in the United States because they had come back such con- 
vinced friends of the United States, and they, of course, occupy very 
important positions in those countries. 

The Cuarrman. I would be very much in favor of that. I feel 
just as Chancellor Adenauer, who went back to Germ: iny, after coming 
over here, and had a different conception of the United States. He 
went vack and told the Germans that many of them have been mis- 
taken about us Americans and that we are a fine people. We have got 
our various exchange programs of students, professors, and things 
like that. I think it is very wise, particularly in South America, for 
more of these youngsters to get up here so they can have an oppor- 
tunity really to become acquainted with our way of life. I would 
personally fool, that that is your Voice of America. 

Mr. Cazor. I am happy to hear you say that, if I may, sir. 
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General Srewarr. At one time in recent years I was commander 
of Fort Eustis, Va., at the transportation school there. We had 
students, foreign students, some of them from South America, and 
we took special pains to take them into the entire life of the post, the 
social as well as the official life, and I am sure that they went back our 
friends. They made many personal friendships with the officers on 
duty in that place. 


BREAKDOWN OF MILITARY ASSISTANCE TO LATIN AMERICA 


Senator Grorer. General, I wanted to ask you 1 or 2 questions. I 
noticed here that there was defense, material, training, and so forth. 
I do not want to get any particulars, but you will edit this anyway. 
You have $6,600,000; what is that for? Have you any breakdown 
that you can give me just an idea about it ? 

General Stewart. The total there, sir? 

Senator Grorcr. Yes, sir. 

General Srewart. Yes, sir. I can tell you what it is to be used for. 
Of course, I have broken it down also for army, navy, and air force 
there at the right. 

Senator Grorce. Just give me an idea. 

General Srewarr. Yes, sir. Let me read you the forces we are 
supporting. [Reading off the record. | 

Does that answer your question, sir? 

Senator Grorcr. Yes. I just wanted to get an idea there. 

In the case of Cuba—— 

General Srewarr. Air force only, sir. 

Senator Grorce. Air force only there? 

General Stewart. Yes, sir. I think there that will show—yes, sir. 
Well, there is some navy, too. 

The Cuarman. You have got some navy. 

General Stewart. Yes, sir. 

Mr. Woop. Does that complete your presentation, General? 

General Srewarr. Unless there are questions, sir. 

The Cuamman. I think this chart tells pretty well the story. I 
have no questions. 

Senator George, do you have any further questions? 

Senator Georce. No, I have no further questions. 

Mr. Woop. Mr. Chairman, when would you wish to give us the 
privilege of appearing before your committee next ? 

The CuairmMan. Tomorrow afternoon. 

Mr. Woop. All right, we will go on with the point 4 technical 
assistance, 

The Cuairman. We will meet again at 3 o’clock tomorrow. 

(Whereupon, at 4:15 p. m., the committee adjourned, to reconvene 
at 3 p.m., Friday, May 15, 1953. 
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FRIDAY, MAY 15, 1953 


Unrrep States SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D.C. 
EXECUTIVE SESSION 


The committee met, pursuant to recess, at 3: 10 p. m., in the Foreign 
Relations Committee room, United States Capitol, Senator Alexander 
Wiley, chairman, presiding. 

Present : Senators Wiley, Smith of New Jersey, Hickenlooper, Taft, 
Ferguson, George, Green, Sparkman, Gillette, Humphrey, and Mans- 
field. 

Also present: C. Tyler Wood, Deputy to the Director, Mutual 
Security Agency. 


STATEMENT BY C. TYLER WOOD, DEPUTY TO THE DIRECTOR, 
MUTUAL SECURITY AGENCY 


The Cuarrman. All right, the meeting will come to order. 
Do you want this to be an executive meeting ¢ 

Mr. Woop. If we may. 

The CrHarrman. Very well. 


TECHNICAL ASSISTANCE PROGRAM 


Mr. Woop. Mr. Chairman, we propose to take up this afternoon 
chapters 4 and 5 of the bill; chapter 4 covering the mutual develop- 
ment and technical progress program throughout the world, and 
chapter 5 covering the multilateral organizations. 

We propose to start, if you please, with chapter 4. Since we are 
mindful of your desire to move as rapidly as consistent with an ade- 
quate presentation, we are proposing to put quite a little of this ma- 
terial in the record, and try to summarize it as briefly as we can. 

First, I would suggest that we have a brief summary from Mr. 
Andrews of his statement on the world-wide technical assistance 
program, which statement he could then put in the record. Without 
further ado, I will turn the session over to Mr. Andrews, if I may now. 
He is head of the Technical Cooperation Administration which ad- 
ministers the technical cooperation program throughout the world in 
the Near East, South Asia, Africa, and Latin America. 

The CuatrmMan. What does the budget cal] for ? 

Mr. Woop. The budget, you will note, Mr. Chairman, on page 11 of 
the Mutual Security Program data book, calls for a total of $453,- 
634,500 for the mutual development and technical progress program. 

The CuatrrmMan. Where is that? 
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Mr. Woop. That is on page 11 of the booklet. 

The Cuatrman, All right, carry on. 

Mr. Woon. I would like to point out, if I may, that, first, this chapter 
of the bill, which covers mutual development and technical progress, 
has two main components. There is the regular technical progress 
and development programs in the Near East, Africa, South Asia, the 
Philippines, Thailand, and Latin Ameriea, which come to $140,234,500, 
That is the component to which Mr. Andrews will address himself 
chiefly, although he will also discuss, to a limited extent, the other 
main component as well as special economic assistance for India, Pak- 
istan, the Near East, and Africa. These are the subjects which we are 
proposing to cover first this afternoon. 

Mr. Gardiner, of the State Department, who is sitting next to Mr. 
Andrews, will cover those aspects of the special economic assistance 
programs which are not covered by Mr. hedties. 

The Cuairman. In order to make the record clear, so we can un- 
derstand it, what is the total amount you are asking? 

Mr. Woop. The total amount in this chapter is $453 ,634,500-——— 

The Cratrman. Thank you. 

Mr. Woop (continuing). Of which the regular technical progress 
and development programs call for $140,234,500; the materials de- 
velopment program calls for $25 million; the special economic assist- 
ance in the Near East and Africa calls for $194 million; and the special 
economic assistance for India and Pakistan call for $94 million. The 
total of that will be $453,634,500. 


ECONOMIC ASSISTANCE TO INDIA AND PAKISTAN 


The Cnatrman. I would like to have you give us a little further defi- 
nite information. When you speak of economic assistance to India, 
what are you talking about, in round figures? Are you talking about 
the wheat ? 

Mr. Woop. The special economic assistance to India—— 

Mr. Anprews. And Pakistan. 

Mr. Woop (continuing). Special economic assistance to India 
as you will see from one of the tables laid before you, the mimeogr: aphed 
sheets, is proposed in the amount of $79,900,000, and for Pakistan 
$14,500,000. 

The Cuarrman. Now, in order to make the record clear, economic 
assistance means we are giving them things like wheat, and so forth; is 
that the point ? 

Senator Grorer. No. 

The CuarrMan. What is it we are giving them ? 

Mr. Woop. It is chiefly capital goods in this special economic as- 
sistance. 

The Cuarrman, Pakistan, too? 

Mr. Woop. Pakistan and India. Perhaps it would be helpful if I 
just read into the record. Mr. Chairman, the proposals for India and 
Pakistan. It is proposed that we give to India $30,100,000 in the 
coming year of canlen technical progress and development funds, 


that is the point 4 technical assistance element of the Indian pro- 
gram. Then, in addition, it is proposed that special economic assist- 
ance in the amount of $79,900,000 should also be made available to 
India. That brings the total up to $110 million. 
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For Pakistan, the comparable data are $13 million of regular tech- 
nical progress and develspennc funds, and $14.5 million of special 
economic assistance, bringing the total request for Pakistan for the 
fiscal year 1954 to $27,500,000, 


STATEMENTS OF STANLEY ANDREWS, TECHNICAL COOPERATION 
ADMINISTRATOR; ARTHUR Z. GARDINER, POLITICO-ECONOMIC 
ADVISER, BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS, DEPARTMENT OF STATE; AND JOHN LOFTUS, 
COUNSELOR FOR ECONOMIC AFFAIRS, AMERICAN EMBASSY IN 
INDIA 


The Carman. When you talk about technical assistance, just 
what do you mean, for the record? Do you mean American know- 
how ¢ 

Mr. Woop. Yes. 

The Cuarrman. What else? That is only part of it. 

Mr. Anprews. Plus supporting funds, which make possible the car- 
rying out of this know-how. 


TYPE OF TECHNICAL ASSISTANCE 


Senator Frercuson. That is not technical assistance; is it? 

Mr. Anprews. Sir, it is, in my definition of it. It is also—— 

Senator Fereuson. Do you think the public understands when you 
say technical assistance you mean it is the know-how, plus the cost of 
doing the job? 

Mr. Anprews No, not the cost of doing the job. It is certain things 
that are necessary to start the job and help it push forward. That 
is under the act for International Development, and I can tell you this, 
unless you have that little sweetening to help you along with it, you 
just might as well call the dogs on technical assistance. 

Senator Fercuson. Why? 

Mr. Anprews. For the simple fact that you must have somewhere 
to start. You send a man out to a country, and if he does not have 
something to get hold of, he is standing around and gives some advice 
and writes some papers—this technical assistance has got to be carried 
down to the people who are going to use this stuff, and you cannot do 
that by talking to some fellow at the government level. 

Senator Frrevson. What do you furnish under this technical 
assistance ? 

Mr. Anprews. What do we furnish? We furnish what the neces- 
sities of the situation are. I can give you a graphic example of that, 
if you want to make it an example growing out of experience. 

n a certain community, a group of communities in India—I use 
that as a mere illustration—we began to help the Indian Government 
in a unit of a hundred villages to undertake a technical-assistance 
program having to do with the improvement of crops, livestock and 
all sorts of things like that. 

We sent our technicians down there with four very fine Indian 
technicians. A part of this was a training school in which this train- 
ing equipment had to be bought, and after a thorough study of the 
area, a decision was made that one of the things that would be neces- 
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sary was an improvement of the livestock, the eradication of rinder- 
pest disease, and that sort of thing. 

We thought and hoped that the Indian Government would supply 
these technicians, along with ours, with the things that are necessary, 
with the syringes, w ith the sé ‘alpels, with the refri igeration equipment, 
with material it takes to handle a disease-eradication program in any 
community in any part of the United States. 

Those technicians sat there for 6 months waiting for the gigantic 
machinery of the Government to get ready. 

The Cuiamman. Why did you ‘Tet them sit there for 6 months? 

Mr. Anprews. We could not help it, sir. You cannot back up and 
tell a great Government like India, “If you don’t do this we are going 
to do so and so,” we are just little people out there. 

To go on, this was not a technical-assistance program ; this was over 
in the Department of Agriculture. Smith-Mundt funds were being 
used in that program. I happened to be over there at that time 
directing this particular program. 

I finally said, all right, we have got to start this program some 
way, and so I got hold of $15,000 worth of Smith-Mundt funds, and 
I sent refrigerating equipment, I sent the necessary syringes and 
needles and stuff to th at community, and they got to work, and Ww ithin 
a period of less than 12 months they had e1 radicated rinderpest in 
that area. They had done a whole series of things, and literally 
revolutionized—— 

Senator Fereuson. Then what you did was to implement the advice 
and carry it out. 

Mr. Anprews. No, we assisted them, sir. We could by no stretch of 
the imagination—by no stretch of the imagination have we imple- 
mented that with two mere technicians; you “could not do that. You 
had to have Indians along, and eventually the Indians put $300,000 
of their own money in this program. 

Senator Frerauson. Then, did you quit putting money in? 

Mr. Anprews. Yes, sir. 

Senator Ferguson. How much did you put in that project ? 

Mr. Anprews. The whole program going on today, and there is not 
an American around—— 

Senator Ferrcuson. All right. Is there any American money 
around ? 

Mr. Anprews. No, sir. 


IMPROVEMENT OF LIVESTOCK 


Senator Ferevson. What about the cattle—you said you were going 
to improve the cattle? 

Mr. Anprews. Well, we were eradicating the disease, and in the case 
of the improvement of the cattle, we imported some good Brahma bulls 
from one of the experiment stations of India, which they had them- 
selves, and ran some “cull out scrub bull” campaign, and campaigns 
like that, and we had a whole lot of castrating scrub bulls, and stuff of 
that kind that goes with this sort of a program. That is just a little 
incident. It is just a little flyspeck on a total business, but that is the 
way these programs have to start. 

Mr. Woon. Senator Ferguson, you raised an important point about 
something new— 
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i Senator Fereuson. I want to get this. 
: Mr. Anprews. That is right. 
All right, I can give you another illustration; if it will help any. 
Last year in Iran 
Senator Ferauson. Now, wait, did we pay for these bulls? 
Mr. Anprews. No, sir; the Indians did that. 





TECHNICAL ASSISTANCE IN IRAN 


Last year in Azerbaijan on the Russian border in Iran, growing out 
of the withdrawal of the Russians from that part of the world, “that 
part up there, they took nearly all of the camels, : 4 art of the 
livestock, breeding stock, and ne: arly all the food. If I had time I 
could send to my oflice and show you the things that people were eating. 

You had rur: al people, in formerly one of the breadbaskets of Lran, 
literally starving, and the big problem was—— 

Senator Frreuson. Here is the surprising thing. 

Mr. Anprews. Sir? 

Senator Frreuson. Today it appears that Iran is thinking much 
better of Russia, the Russia that took all their camels and everything 

else, than they are of America who has been trying to fill the gap. 
Mr. Anprews. I think, sir, you will find that is appearance only. 
But may I proceed on this point ? 

Senator Frrauson. I wish you would. 

Mr. Anprews. Through some young man or men from Utah, who 
knew something about desert wheat, knew some ‘thing about good wheat 
some Wheat seed was imported which the American taxpayers paid for 

Truck caravans were organized, and whole groups of people were 
activated, community leaders were trained, and 1,200 tons of this 
wheat, not all from Utah, and not all from the United States, but a 
good part of it from the United States, was hauled up into that area, 
and through a system of almost controlled distribution, almost seed 
by seed, that was distributed out through that particular area 

Senator Fereuson. Did we furnish the trucks? 

Mr. Anprews. No, sir. The trucks were trucks that were in Iran; 
and we, I do not mind saying, would expect starving people to maybe 

“at some wheat when they were eating straw and potatoes as a means 
of living at that particular time. 

To make a long story short, that seed was distributed, a crop was 
planted, and this year there is surplus wheat in that area, and it is 
moving out of Azerbaijan down into Teheran, and with all inflation, 
and with all the trouble, and with all the bad things that are going 
on in Iran, the food price, which is the key to that whole unrest out 
there in the big cities and in Teheran, is just hardly increased by 1 
percent this year over what it was last year. 

Senator Green. You mean the costs have not increased very much ? 


COST OF LIVING IN IRAN 


Mr. Anprews. The cost of living in Iran has increased only slightly. 
As bad as all the things they say about us may be, the Iranian economy, 
due primarily not to this particular thing, but to other things which 
went on, is in better shape than it was last year, in spite of the fact 
they have had none of their oil revenues or anything else. 
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Senator Green. What proportion of the wheat was eaten, and 
what proportion was planted ? 

Mr. Anprews. What is that, sir? 

Senator Green. What was the division between the amount of 
wheat that was planted and eaten ¢ 

Mr. Anprews. Apparently, sir, it was nearly all planted, because 
you could not have had the crop that they had there unless they 
did. 

Senator Green. Well, if they were starving, I would think they 
would try to eat it. 

Mr. Anprews. Well, people who are starving know that the only 
way they get food is to grow it, and they did do it. I have got a 
sample of the bread that they are eating right in my shop now. 

They took last year and planted some otatoes. The potatoes came 
pretty quickly in that irrigated area They cooked the potatoes and 
mashed them,.and they mixed this amount of potatoes with straw, 
hammered-up straw, and made kind of a flat cake out of it, and that is 
what they lived on three times a day last year for a good part of the 
spring and summer until the new crop came in. 

Senator Ferauson. Were you there yourself? 

Mr. Anprews. Yes, sir. 

Senator Fercuson. How many Americans were there? 

Mr. Anprews. Oh, there were lots, going in and out. I imagine 
there have been 40 or 50 different people. We have a mission in Ta- 
briz, which is in that area, of about nine people working with a whole 
flock of Iranians. 

Senator Fereuson. Will you put in the record for the information 
of the committee what these two projects that you have described 
actually cost the American taxpayers? 

Mr. Anprews. I certainly will; I can get the material. 

(Classified information was supplied to the committee.) 

Mr. Anprews. Sir, I think, to just start, I will introduce into the 
record this statement, which more or less covers all the points that, 
as the Senator well knows, last year the Congress in the conference 
committee laid down pretty specifically and pretty definitely the lines 
that we were supposed to follow j in the carrying on of this program. 

I have tried in this statement, at least to show where we have had 
success in following out your instructions, where progress has been 
slow, and if we have had difficulty on any particular thing, and this 
statement covers those points. 

(The prepared statement of Mr. Andrews follows :) 


STATEMENT BY STANLEY ANDREWS, TECHNICAL COOPERATION ADMINISTRATOR, 
BEFORE THE SENATE FOREIGN RELATIONS COM MITTEE 


The last Congress, both by law and in the reports of its committees (including 
the conference report of June 4, 1952), laid down pretty clearly the guidelines 
which the Administrator of the Technical Cooperation Administration was to 
follow in carrying forward this program. 

I believe the appropriations requested for fiscal 1954, as well as our work 
during the past year, show that we have endeavored to carry out the program 
of technical assistance and cooperation as Congress conceived it—a joint under- 
taking between the United States and the cooperating countries with major 
emphasis on training, demonstration, and self-help. 

The final appropriation for technical cooperation in fiscal 1953—the program 
we are now carrying on—total $150,540,300, including approximately $141 million 
for bilateral technical assistance through TCA, about $8 million for the multi- 
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lateral program of the United Nations, and $1 million for the Organization of 
American States. The request now before the committee provides for a total 
of $130,984,500 for all of these technical-assistance programs. In addition, the 
request for the bilateral program to be administered under the Act for Interna- 
tional Development includes $23 million for the programs in the Philippines, 
Thailand, and the Far East DOT’s. In fiscal 1953 the programs in those coun- 
tries were carried out as “defense support” programs under section 503. Since 
Burma on March 17 decided to terminate its technical-assistance program as 
of June 30, we are not asking any new appropriation for that country and will 
use available funds in the liquidation of Burma’s program in accordance with 
an agreed-upon plan of withdrawal. 

The committee will find, in addition to the funds requested for technical assist- 
ance, separate sections of the legislation which requests authorizations of $194 
million for the Near East and Africa and $94 million for India and Pakistan for 
special economic aid, of which it is planned to ask for an appropriation of $258 
million. These funds will be used to offset growing political and economic ten- 
sions in sections of the Middle East and south Asia where it is in our national 
interest to speed up development beyond the present capacities of the countries 
to do it themselves. 

Special economic aid funds of $140 million for the Near East have been re 
quested for reasons already presented by the Secretary of State and Mr. Stassen. 
Earmarking of funds for particular countries may impair their usefulness and 
effectiveness. Since sufficient funds are not likely to be available to meet all 
needs in all countries, authorization of a lump sum for the Near East permits 
use of the funds to meet the most urgent contingencies as they arise. Aid can 
be focused where it is most needed and will do us the most good. In India and 
-akistan, the $94 million of special economic aid funds is being requested because 
political conditions in these countries require a more rapid rate of economic 
growth than technical cooperation alone can assure. In these countries, special 
aid will permit the expansion and acceleration of projects to be initiated with 
technical-assistance funds. 

Funds for special economic aid will be administered by TCA, but they are 
presented separately in the legislation and they are to be treated separately be- 
fore this committee. The political and emergency aspects of the program will be 
presented by representatives of the political bureaus of the Department of State. 
They will point out to you that, in a few countries, economic and political consid- 
erations are such that something in addition to point 4 is necessary. 

It is my purpose and intention now to discuss the technical-assistance program 
as it is conceived within the framework of congressional direction. 

The Congress last year laid down in the legislation on the technical-assistance 
program three main areas of activity for us to follow. The committee reports 
and the debate on the appropriation bill indicated rather definite guidelines as 
to what and how we are expected to carry forward our activities in the various 
cooperating countries. In brief, the legislation provides for these broad ap- 
proaches: first, sending technicians to countries asking for them, plus support- 
ing funds to implement the AID; second, training of other nationals in this 
country ; and third, encouraging private investment in industrial development in 
the cooperating countries. 

There were further guides as to the relation of supplies to personnel, the rela- 
tion of technical personnel to administrative personnel, and the fair-share con- 
tribution which, I believe, were on the whole good and sound principles. In 
addition to being guides, they provided us with the means for withstanding some 
of the pressures for greater funds and for doing things which I doubt would have 
been within the spirit of the technical program or che intent of Congress. 

Future programs are to be judged largely by accomplishment or lack of accom- 
plishment of past programs. Consequently, I wou!d like to devote a few minutes 
to discussion of some of the problems we have encountered—some of the suc- 
cesses and failures of the past year—in the hope that this will give us a better 
basis on which to judge the validity of the technical-assistance program we are 
proposing for fiscal 1954. 

I must report frankly to you that there has been a lag in expenditures behind 
the appropriation and availability of funds, and in placement of technicians 
overseas. 

I believe there are sound reasons for this lag. It is best to put them before the 
committee and let you judge for yourselves. 

Our total obligations as of March 31 were $90,315,163 out of an overall total 
of $150 million. We anticipate that the bulk of our 1953 funds will be obligated 
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by June 30. Our expenditures totaled $20,414,396, as of March 31, and in addition 
we had expended between June 30, 1952 and March 31, 1953, $45,025,185 in 
liquidation of obligations accruing in 1952 making a total of $65,439,581 in the 
current year. 

This is a considerable lag between obligations and expenditures. In almost 
any operating program there is a lag between the actual spending of money and 
its availability. This is especially true in the case of the TCA program. 

First, there are causes within the cooperating country. We have felt that 
best results can be obtained when a country is required to put up at least the 
equivalent of the dollar contribution of the United States. This insistence that 
a country contribute a fair-share may cause delay. And these delays are some- 
times discouraging. But I feel that this is the only sensible way to approach the 
matter. In at least two countries this last year, we have deliberately suspended 
discussions and plans for programs until those countries were willing themselves 
to take a stronger interest both in personnel and money for the proposed projects. 

Even when the country is quite willing to match the United States contribution, 
time-consuming processes may be required. Most countries have legislatures— 
sometimes both federal and local—budget directors, and their own peculiar 
machinery by which public funds are appropriated and made available. It 
always takes cabinet action, and often parliamentary action, to commit such 
funds. Total contributions of host countries to the joint programs are estimated 
at $245 million in 1953 and $307 million in 1954 or well over a dollar for dollar 
in 1953 and $3 for every $2 of ours in 1954. 

Second, there are causes within our own country for delays of from a few 
weeks to several months before money appropriated by Congress and tentatively 
obligated is ready to be spent for transportation, supplies, personnel, and other 
components of a project. Only after we have negotiated a specific agreement and 
after the money is allocated, can we commit money for spending toward that 
project. 

We have found it inadvisable, through some unfortunate experiences, to try 
to anticipate the supply needs of technicians of the needs of the country we are 
working with. It is only after a qualified specialist is on the job and able to 
make a sound study of the real needs that one can with any accuracy develop 
specifications for the supplies and equipment that either we or the country 
should provide. We can cite instances where a country, and in two or three 
instances where TCA, in an effort to speed up a program, have bought equipment 
in anticipation of needs. As a result we found ourselves later with equipment 
which could not be properly used, or which was too expensive, or even downright 
unsuited for the job to be done. 

Total field personnel authorized in the legislation to carry forward our pro- 
grams in 1953 totaled 2,460. Due to nearly a 5-months’ delay in getting alloca- 
tions and to some delays on the part of foreign governments in signing project 
agreements after the money was allocated, we reduced this number to 2,127 to 
be on board by the end of fiscal 1953. We now expect to have about 1,950 on the 
job by June 30. 

On the face of the bare figures, this looks like a defect in our planning. But 
T can say honestly to the committee that I would prefer to undershoot a personnel 
target than to rush American technicians overseas and have them sit idle while 
their jobs are being determined. 

We feel it is a definite mistake to send a technician to a country, even though 
the country has asked for such a person, until it is clear: First, that there 
is a specific job for him to do; second, that proper housing and facilities are avail- 
able to care for the technician and his family; and third, that the host govern- 
ment definitely and specifically understands what the technician is to do. For 
if our personnel are to be really effective, they must get out of the capital cities 
and into the states, the provinces, and the villages. 

There is also the time required for a security clearance and other personnel 
processing including time required for a man to give notice before leaving the 
job he is holdnig, about 6 weeks for training and consultation prior to departure 
for his post, travel time and an average of about 93 days for the full security 
clearance per se. When you add up all these inevitable factors, 5 to 7 months 
time is required to get a man on the job in the field after he has been selected and 
accepted by the host government. 

I do not seek to minimize the delays or to minimize the need for prompt and 
tangible results from our program. But I do want to remind the committee 
that as a worldwide program, TCA operations are little more than a year old. 
Project agreements which permitted actual operations to get under way were 
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signed in Iran 14 months ago, in India less than a year ago, in Hgypt only last 
January. Operations in Latin America, of course, were launched by the Coordi- 
nator of Inter-American Affairs in 1942 and you are familiar with the many 
accomplishments there. 

I have given the committee a view of some of our problems. I want also to 
report on our accomplishments, for I feel that we now definitely have a “show 
on the road” in 35 countries around the world. 

Last year when it was my privilege to appear before this committee, I had to 
“sell futures” and—with the exception of the Latin American area—tell you 
about the programs that were then coming into being. At that time we had only 
1,000 technicians in the field. This year we have 1,800 people at work in the 
85 countries, whose population, incidentally, encompasses two-thirds of the 
population of the free world. There are 1,745 specific projects backed by joint 
agreements in operation in these 35 countries. 

Through private contracts for technical services we are drawing upon the 
specialized skills, knowledge, and experience of 169 American colleges and uni- 
versities, foundations, research institutes, engineering firms, and voluntary 
agencies, as well as agencies of Federal and State Governments. These contracts 
now total more than $19.5 million compared with about $4 million a year ago. 
Of this, $12.5 million represents contracts entered into between January 1, 1952, 
and March 1953, with 60 percent of the total being with private contractors. 

In keeping with the congressional mandate, TCA engages private contractors as 
an effective means of making available to the underdeveloped countries, where 
practicable, the technical skills of private organizations. At the same time, this 
overseas experience serves to acquaint these private institutions, and the govern- 
ments and peoples of the underdeveloped areas, with further opportunities for 
mutually profitable cooperation. 

With respect to the so-called voluntary agencies, we have instructed our coun- 
try missions to take measures which will bring our activities more closely into 
line with theirs in order that each of us can be of the most effective help to the 
other. 

During fiscal 1953, some 1,200 selected leaders and technicians from other 
countries will have received advanced training in colleges, industrial plants, 
and governmental agencies in the United States. Many of these people are 
officials of their governments. Others are editors, teachers, doctors, nurses, or 
engineers, industrial managers, airline and airport technicians and a whole lot 
of special categories. One of them is a congressinan in his country. 

They are being prepared to take over the task of training their own people in the 
technical fields in which they now must look to us for help and guidance. And 
while they study our technical methods and skills, these people are drawn into 
the social life of the colleges and communities where they study and learn at 
firsthand of our American way of life. 

There are many cases where training in the United States is essential to the 
finished technician. But during this fiscal year we have worked toward holding 
down the number of trainees coming to the United States, and setting up 
regional centers such as the training center in Puerto Rico which serves Latin 
America. One such proposal is an agricultural training center in Japan for 
trainees from Asian countries. Through these regional centers, we hope to 
provide training facilities at less cost and to have trainees work in an environ- 
ment more nearly like that in our own countries. 

Wherever possible we are working with institutions and agencies within the 
areas to do the preliminary training and in other instances we are attempting 
special institutes and on-the-job training for the general technician within the 
country. As an illustration we are contracting with the American University 
in Beirut for the training in agriculture, medicine, and education of some 260 
persons in the coming year. In Iran at this moment some 9 specialists in exten- 
sion training methods from the United States Department of Agriculture and 
State agricultural colleges are conducting a school for 200 county agents in that 
country and in India village leaders are being trained in some 30 centers being 
conducted jointly by TCA, the Ford Foundation and the Indian Government. 
These are morely illustrations and we think we can make our money go further 
by doing as much of this training as possible within the country and holding the 
number arriving in the United States to a smaller number of more highly 
skilled. 

Perhaps in the third general category of our activity—that of promoting and 
encouraging private investmént in industrial development—we are weakest. We 
could, of course, offer a great many excuses for this weakness, but fundamentally 
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at least we are not quite sure just what our overall Government policy is in 
this particular area of activity. It is a sensitive subject and if not approached 
correctly, not only from the standpoint of investors and industrialists in the 
United States but from the standpoint of the subject country, this commendable 
idea can backfire disastrously. 

We must remember that many of the areas where we are working are only 
lately out from under colonial domination. There is intense nationalism sweep 
ing most of them and there is a tendency to remember that fleets and armies 
usually followed the big training and development companies which originally 
came into these areas. 

On the strictly industrial and trade side, we have striven to increase the 
efficiency and productivity of the existing facilities rather than try to promote 
new ones. 

The matter of private investment will be discussed fully by others appearing 
before this committee. I will only review briefly TCA’s actions to encourage 
private investment and business opportunities in our areas. As part of a servic« 
to business project carried out for TCA by the Department of Commerce, the 
Office of Business Economics has made a comprehensive census of United States 
direct investments in foreign countries, The Office of International Trade, under 
TCA’s agreement with the Department of Commerce, has compiled investment 
guides for several TCA countries and has given advice and guidance to busines 
men looking for investment opportunities abroad. 

Mr. August Maffry, vice president of the Irving Trust Co., of New York, sum 
marized in a report for TCA his recommendations on the encouragement of 
private investment overseas, Mr. Maffry, after thorough study, called for broad 
integrated Government action, on the ground that successful promotion of private 
investment is too big a job for any one agency of Government. He called for 
designation of a single coordinating agency to integrate the various activities 
for promoting private investment broad, and for continuance of technical as 
sistance programs in underdeveloped areas in the fields of agriculture, health, 
education, public administration, ete., which lay a necessary foundation fo1 
private investment. 

It is in this latter field of activities which indirectly and perhaps slowly 
promote private investment, we can be most effective. Better health enables 
the worker to stay on the job; helping him get enough food enables him to do 
a better day’s work; giving him basic and vocational education increases his 
skills. All of these increase his productive capacity. 

Increasing agricultural production brings with it the need for food processing 
and preservation plants for refrigeration, transportation, and storage 

A study of coal resources and improvement of coal extraction in Afghanistan 
indicates a source of power which can lead to industrial development. The 
Joint Commission in Brazil has been responsible for investment of $500 million 
of Brazilian funds and $397 million from the Export-Import Bank and the Inter 
national Bank for Reconstruction and Development. Transportation and power 
development through these investments will provide the basis for other invest 
ment in industries. 

But as Mr. Maffry pointed out the provision of fundamental health services, 
increased food production, basic education, and sound publie administration are 
essential preliminaries to balanced industrial development and profitable invest 
ment of both outside and local capital. 

A number of Latin-American countries have recently shown a growing interest 
in importing industrial engineering technology through point 4. Local indus- 
tries are developing and the demands for production are insistent yet the pace 
of development lags because they do not have the know-how to manufacture 
efficiently and cheaply. Productivity levels are low. 

Recognition of the need for United States engineering knowledge has led 
to requests for technical assistance which the IIAA is now supplying, in coop 
eration with United States industry. Industrial engineering servicios have been 
established in Chile, Brazil, and El Salvador, and are now being set up in 
Uruguay and Colombia. 

The purposes of these servicios are to raise the level of industrial technology 
by : 
(1) Training Latin Americans in industrial engineering fields, locally and 
in the United States. 

(2) Introducing United States engineering methods (and firms) to local 
industries so as to develop efficient methods of production in demonstration 
plants and industries. 
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(3) Creating a flow of technical information (publications and films) in in- 
dustrial engineering to Latin America, through private industrial organizations, 
and through the Departments of Commerce and Labor. 

The servicios are cooperative agencies, jointly financed, like the traditional 
programs of IIAA with the difference, however, that Latin-American private 
industry is in the partnership on our sister republics’ side and United States 
industry rather than Government is providing most of the American technicians, 

I shall not at this time try to describe in detail any one program or any one 
country. At this point I should like to insert into the record overall program 
descriptions of three countries from the three regions of our work: Bolivia in 
Latin America; Iran in the Middle East; and India in the Far East. 

In the data before you, we have compiled a comprehensive review of detailed 
programs in each country and we are prepared to talk on any particular phase 
of the programs in each country. Generally we have gone forward rather aggres 
sively in the three basic fields of activity which always have received first at- 
tention from TCA—agriculture, public health, and education. But with the 
development of programs in any given country, there arises the need for other 
projects to expand and support such programs. 

As an example, in one country we brought about quickly and rather dra- 
matically an increase in food production through a combined attack on better 
seed, better farming methods, and the cleaning out of malaria in the area. But 
we were confronted with a serious problem of transporting the food out and 
bringing in the fertilizer and seeds needed. This, in turn, created the need for 
road construction for primitive types of transportation in an alluvial area. This 
is now being done by road engineers familiar with conditions in the lowland 
areas of Louisiana where almost identical road problems existed. 

In another country we were able to assist in greatly increasing wheat produc- 
tion in an area but no warehousing, storage, marketing, or transportation facili- 
ties existed to move it to market. So before we can go further with increasing 
wheat production, a system of storage, marketing, and handling facilities must 
come into being. Industrial development is rapidly taking place in many coun- 
tries. But all too often the basic problems of an area are complicated rather 
than simplified by a fine new industrial plant. Distributive processes, credit, 
merchandising, transport, and hundreds of other links in the chain must be 
forged before real success is achieved, 

Take the matter of production credit in the agricultural field. Interest rates 
of 30 to 100 percent and even as high as 300 percent are not uncommon. We 
can demonstrate beyond a shadow of a doubt the value of fertilizers, of better 
implements of tillage, of better farm methods. But unless there is the credit 
mechanism whereby the farmer can acquire these things and use them econom- 
ically in his production, very little is accomplished. So in recent months there 
has been an increasing emphasis and increasing calls from the countries for aid 
in organizing and helping the local people develop systems of low-cost production 
credit, both industrial and agricultural. 

Land reform is taking place in several of the countries where we are working. 
But merely dividing up the land does not do the job at all. In fact it may result 
in less production unless the supporting services of credit, supervision, supplies, 
and markets, are some way created to serve the cultivator and take the place of 
the landlord supervision and services which are wiped out by land reform. 

Land reform, in my opinion, is one of the most important trends taking place 
all over the so-called underdeveloped areas. We are going to hear more of it. 
It is something, however, in which the United States can only play a helping hand 
after the country itself has made its decision. We have training schools for 
supervised credit in 3 or 4 countries; we are assisting in a sma]l way financially 
on several others; and we are supplying personnel with long experience in the 
credit and marketing field to a dozen or more countries. 

In Latin America where-technical cooperation programs have been going on for 
11 years, there is a definite trend toward the use of the Industrial Development 
Bank and the Industrial Servicio. In a small way we are assisting this move. 

In the past year we have broadened and rounded out our activities. We still 
start with the basic problems. But we have found it necessary to branch out 
into auxiliary and supporting fields. Plant-protection efforts in several coun 
tries brought the need for either importation of local manufacture of in- 
secticides and insecticide-applying equipment. Campaigns against animal 
(liseases brought the need for commercial facilities for purchase and distribution 
of serums. Restoration of a textile plant and improvement and expansion of 
production, brought the necessity for an alternate power source. Digging and 
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installation of tube wells and villape sanitary water supply helped in increasing 
food production in a given area, and reduced the incidence of dysentery and 
malaria, but it also brought problems of maintenance and replacement of 
equipment, tools, and machinery. 

The lesson we have learned during the past year is that from sheer necessity 
a successful preject in one line creates the need for other activities if the effort 
is to make the maximum contribution to the country and the people. Basically 
there has been a slight shift in the ratios as to categories of technicians on proj- 
ects in the field growing out of changes and developments in the programs and 
they approach something resembling a country plan. Our technical force is 
roughly divided about as follows: 30 percent agriculture, 20 percent public health 
10 percent education, and 40 percent covering industry, transportation, com- 
munications, natural resource development, public administration, public housing, 
and a host of other areas of activity which supplement the basic programs. 
Moneywise the ratios are slightly different. 

To conclude then, may I reiterate and reemphasize that we, I believe, have 
started soundly down a long, intensely interesting and somewhat winding and 
rough road in international cooperation on technical aid to economic development. 
I think if there is any question in our minds as to the value of the program, or 
whether we can afford to carry it on, or whether we should greatly change 
the concept or the nature of the program, we should do it now, in this year. 
The things that are being done under this program are small in the popular 
sense of economic development. To achieve anything, millions of small and 
unheard of individuals must be activated and encouraged to do a few little 
things a little better; a few pounds or bushels or yards or tons more of produc- 
tion; a little better roof on a house, a little extra effort to improve a school or 
maybe develop a village well. This cannot be done by a wave of the hand 
or the giving of a command. It can only come by long and patient work at the 
peoples’ level. The combined results of these millions of small efforts can be 
very spectacular, as indeed in some areas they are spectacular, but it will take 
time, much patience, a reasonably small amount of money and a genuine ap- 
preciation of the worthwhileness as well as the ability of the individual human 
being to try to better himself if given an opportunity. 

The United States contribution to the technical cooperation programs of the 
United Nations and of the Organization of American States will be considered 
in detail under chapter 5. I would like, however, to take this opportunity to 
stress the importance of our full support of these programs. I have seen United 
Nations and United States technicians work side by side in many countries— 
increasingly we supplement each other’s efforts thus multiplying the progress 
possible of the peoples we seek to assist. In the TCA Blue Book submission which 
has been laid before you gentlemen every single country statement includes a 
section describing the vafious multilateral assistance programs and their inter- 
relationships with our own. The significance of 67 governments in the U. N. 
pooling their resources in a concerted effort to help people is of tremendous im- 
portance in the evolving policy of the free world. Never before in history have so 
many governments voluntarily banded together in a common cause. 

It is particularly important that working through the U. N. so far as we can 
builds confidence among other countries in our own motives. Indeed, the con- 
sistent opposition of the Soviets to this U. N. work makes of our own participation 
a propaganda of common action that speaks far louder than words. As Admin- 
istrator of TCA I am as concerned for the forceful continuation of these multi- 
lateral programs as for our own activities. Only by vigorous support of the 
U. N. and OAS programs can the overall success of technical cooperation be 
assured. 


Mr. ANnprews. I want to introduce a little bit later a statement, a 
detailed program. This detailed program of-3 typical—not typical 
countries, but 3 countries from the 8 areas we are working, Iran which 
we have just mentioned, India, and Bolivia. 

You see, we have three areas, Latin America, the Near East, and the 
Far East. These are, while I would not call them typical countries, 
they are typical detailed programs of just how these things are laid 
out, what the costs are, and where the money goes and all about it. 
I would like to introduce this also for the record. 
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A. IRAN 
United States program cost fiscal year 1954 a $94 907, 000 
Estimated Iranian contribution_—_ bbls Je $18, 000, 000 
Number of United States technicians : 255 
Number of training awards eb ai 96 


1 Financed partly under the Act for International Development and partly by special 
economic aid—to assure maintenance of an integrated total Iranian program at least at 
present levels, approximately $25,000,000 annually. 


I. Resources AND NEEDS 
NATURAL 


Area 628,000 square miles (some 2% times the size of Texas). Situated be- 
tween the Caspian Sea and the Persian Gulf, Iran has 1,200 miles of common 
border with the Soviet Union. High mountain ranges take up two-thirds of the 
area and there are extensive salt and sand deserts unfit for cultivation. Only 


about one-fifteenth of land is cultivated Rainfall varies from up to 40 inches 
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annually in Caspian littoral to only 4 inches in Isfahan area; part of this occurs 
as heavy snowfall in winter, from which large quantities of unutilized waters 
drain into seas and deserts. The Karun is the only sizable river. Mineral 
wealth is chiefly petroleum. Undetermined and largely unexploited deposits of 
coal, iron, and other minerals are reported. About 11 percent of total land area 
is in valuable forests, the richest of which are in the Caspian littoral. Fishery 
resources in the Caspian area are rich, but those along the Persian Gulf are 
relatively unused. 
HUMAN 


Population estimated at 19,140,000; 80 percent rural. There are 28 cities of 
over 30,000 population. Tribal groups number about 4 million, about half of 
whom are nomads. The people are predominantly Moslem. 


CAPITAL 


Until the curtailment of oil revenues in 1951 resulting from the Anglo-Iranian 
Mil Co. dispute, Iran normally depended on oil revenues for approximately two- 
thirds of its foreign-exchange income. In the last year of AIOC activities, an 
estimated $96,400,000 accrued to Iran from its operations. Cessation of this 
revertue has had 3 major serious results: (1) Lacking other sources of foreign 
exchange. Iran has been hard-pressed to pay for its surplus of imports over 
exports. (2) The social and economic programs of the 7-year plan organization 
of Iran, into which the technical cooperation program in Iran was geared, have 
been postponed. (3) Iran has been unable to meet its internal budgetary needs. 


Il, GENERAL SITUATION 


Highty percent of Iran’s population is engaged in subsistence agriculture, but 
only one-fifth of Iran's arable land is being farmed. Agricultural production 


is low because of the primitive agricultural methods; because of poor seed and 
inadequate tools; and because most of the limited rainfall is wasted. Once 
fertile lands are barren, or have become alkaline wastes through exhaustion and 
careless irrigation. Hardwood forests are being destroyed to make charcoal for 
fuel, while known deposits of coal remain underground for lack of machinery 
and transportation. A promising fishing industry has been allowed to deteriorate. 

\ large percentage of the people suffer from diseases, with little medical care. 
Malaria, tuberculosis, and dysentery are endemic in almost every part of the 
country. Trachoma blinds thousands in childhood or later. Infant mortality 
averages 50 percent of the births. Elementary sanitation practices are largely 
unknown. The Lranian school system is geared to provide a type of education 
theoretically needed for an intellectual elite. Only a few now attend, and 90 
percent of the people are illiterate. Without technical or vocational school 
facilities, the 2 percent of the population forming the semiskilled laboring class 
can hardly provide the type of manpower needed to expand Iran’s industrial 
capacity. 

Private investment in Iran, either national or foreign, has never reached appre- 
ciable proportions, with the exception of foreign investment in oil. Traditionally, 
most of the wealthy people of Iran convert their wealth into land, which is 
relatively unproductive, or else into gold or silver. For that reason most of 
Iran’s small industrial capacity has had to be developed, at least in part, with 
public funds. Exhorbitant interest rates and the practice of buying on consign- 
ment make it extremely difficult for private industry and trade to mature. 

It was in the country known today as Iran that the great ancient civilization 
of Persia once flourished. The country’s potential is still great and its capacity 
to contribute to the welfare of humanity is substantial. Today, neither the 
country’s natural resources nor its manpower are being used adequately. Iran 
has lacked the social and governmental organization and the technical knowledge 
required to improve its lot. A feudal land-tenure system, indifferent to the 
peasants’ welfare and unresponsive to economic requirements, has further handi- 
capped the country’s progress, 

All these factors together define the underlying problem, of which political 
ferment and unrest is the overt manifestation. The Communists, through the 
Tudeh Party, are exploiting these conditions to promote subversion. This fact, 
together with the accident of geography, which given Iran 1,200 miles of common 
border with Russia, explains why Iran must be specially aided in solving the 
most pressing of those problems to enable her to preserve her freedom. It also 
explains why it is necessary to provide certain special economic aid over and 
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above the long-range, low-intensity technical cooperation program. This has 
been done in connection with the programs for fiscal years 1952 and 1953, which 
operated at the level of $23.5 million annually, and which provide a somewhat 
larger component for supplies and equipment than is normal in a point-4 program, 

Fortunately for the West, during the last few years Iran has taken positive 
steps to vitalize her national economy. In 1949, the 7-year development plan was 
projected. That plan provided for a national program to improve agriculture, 
health, and education to develop industry and commerce, and to exploit natural 
resources by using revenue from Iran’s oil. When oil revenues ceased in 1951, 
however, because of the Anglo-Iranian oil dispute, the plan had to be suspended 
just as it was taking effect; since little help for the plan could come from Iran’s 
other sources of revenue. In addition, the loss of oil revenue and lower cus- 
toms receipts from reduced imports meant that Iran could produce only half 
of the funds required for her annual budget, and only a little more than a half 
of the foregin exchange needed for normal imports. 

The result of this development was a dangerous reduction in the rate of devel 
ypment; and this was reflected immediately in increasing political and social 
unrest. The operation of the technical cooperation program during the last 
year has been an appreciable factor in keeping such manifestations from erupt- 
ing into chaos which the Communists would no doubt welcome. In this connec- 
tion, the fact that this program symbolizes an open tie with and support from the 
West has become ever more important It has strengthened the hand of pro 
Western elements in the government and among the people 

The program proposed for Iran for fiscal year 1954 has eliminated certain 
anomalies present in the proposals for fiscal year 1952 and scal yeal 1953. This 
has been done by including under technical cooperation only those elements 





hat relate most directly to the development of basic services, in which the sup- 
plies and equipment components are directly required to make the work of 
United States technicians and their local counterparts effective At the same 
time, however, it is recognized that such development as could result merely 
from the operation of a strictly limited technical cooperation program is not 
adequate to cope with the political problem involved, It is necessary to main- 


tain the rate of overall development at least at the level already reached on the 


basis of the fiscal year 1952 and 1953 programs. For that reason, it will be 
necessary to provide limited funds from the Special Economic Aid program pack 
age for the Near East, to supplement technical cooperation in a total integrated 
program for Iran of at least $25 million. This amount is only sufficient to insure 
the execution of the highest-priority projects, most of which are already under 
way. The amounts of special aid required by fields of activity for this purpose 
have been shown in the illustrative program table below, This does not rule out 
the possibility that further special assistance may be required for large-scale 
onstruction, developmental aid, or other special purposes 


III. Tue PrRoGRA) 
OBJECTIVES 


To improve the living standards of the Iranian people and to promote the coun- 
try’s social and political stability by encouraging and strengthening her eco- 
nomic-development efforts to: 

1. Increase the supply of food and other agricultural products to meet ade 
quately the needs of the people. 

2. Improve public health and sanitation as the primary attack : 
diseases. 

3. Improve and expand fundamental education in the villages, and technical 
training in support of industrial development. 

4. Develop industries and mining as a means of increasing opportunities for 
employment, and of giving better balance to the economy. 

5 Improve marketing methods and channels. 

6. Encourage development of stabler and more democratic institntions. includ- 
ing improved land-tenure position for the peasants 


gainst endemic 
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CHRONOLOGY OF AGREEMENTS 
General agreement (exchange of notes) January 19 and 20, 1952. 
PROGRAM AGREEMENTS 


Agriculture, April 1, 1952; extension February 4, 1953. 

Public health, April 1, 1952; extension December 31, 1952. 

Education, April 1, 1952; extension March 19, 1953. 

Natural resources, June 21, 1952. 

Industry, May 12, 1952. 

Transportation, May 21, 1952. 

Communications, June 21, 1952. 

Public administration, February 25, 1953. 

Seay housing, May 19, 1952. 

Land distribution, September 27, 1952. 

Student assistance (repaid in cand currency), March 29, 1952; extension Sep- 
tember 7, 1952. 

Sugar purchase (generating local currency), exchange of notes, March 20-31 
1952 ; extension, exchange of notes, October 28-29, 1952. 


FINANCING 
Operating funds obligated for technical cooperation by 1954 program agree- 


ment will, for the most part, be contributed to joint funds. Seven of these have 
been established and intended United States contributions are as follows: 


Agriculture BibiosSb cadet ’ ic lGtitiidde: tithes dkitbiecaidain die el) eee 
Health and § sanitation bith ie da alah s Nace den salle aii bse cnkin a tks ! LS 
Education__._-~-~- skied, ‘bi debi dba teak dine 620, 000 
Natural resources and development bil ad deiccitd tbnmdie aides cae 980, 000 
Transportation and communications... .................--........ 245, 000 
SUSE? 0 COR iin in on Rt detndicalisendiinadoant sheila as ilvad 349, 000 
Pulbiie neieh asks i hee nd Ket nieascin 406, 000 

GG iit hc herttinnitieiihtbsadeistinebtliin kien Meh ibe bible tenn aie 5, 660, 000 


While local currency will be required for certain local costs of the program, 
the United States contribution will be in dollars and the local currency needed 
will either be contributed by Iran or purchased pursuant to agreements negotiated 
with the Iranian Government (because of the disparity of various official rates 
of exchange) 

The Government of Iran, notwithstanding its difficult financial problems, has so 
far contributed its fair share of the total cost of the program. In 1953, this con- 
tribution amounted to approximately $16 million, and in fiscal year 1954 it is 
anticipated that it will amount to $18 million. 
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{ ( { I stry and Ff erie 
fotal United States costs S5, GOG, OOO 
Of which, under AID t, 436, 006 
pecial economic aid needed 1. 170, 000 
Number of United States technicians 8 


ist the Ministry of Agriculture of Iran in the developmen 
ural forestry and fishery resources through providing training, dem 


‘ 
Number of training awards 1 
Objectives: T t 








tion, and technical guidance ir developing programs in agricultural exter 
n, plant production and improvement, livestock improvement and animal 
usban irrigation practices, forestry, and conservation practices and admi 


istration, and improvement of commercial-fishery operations 


MAJOR ACTIVITIES IN FISCAL YEAR 1054 
loricultural extension, $890,000 


In-service training of Iranians to become extension agents Establishment of 


tension offices in selected areas. Establishment of farm-machinery cooper: 
f neluding training in farm-machinery maintenance, repair, and use. Ags 
stance to Karaj Agricultural College in developing effective teaching and re 
arch. &790,000 under AID 

In addition $100,000 special economic aid required for vehicles in support of 
he establishment of an Iranian “county agent’ system. 

Prooress to date Emergency seed-wheat supplies totaling 1,100 tons dis 





tributed to famine-stricken farmers in Tabriz region in spring 
| 


of 19% averting 
arge-scale desertion of villages: 24 extension agents trained. They aided 20,711 





farmers in SOO villages by demonstrating effective grain-farming practices. E> 
nsion program subsequently expanded, now instructing 255 Iranian extension 


ents During November-January 1953 over 2,000 landowners and 4,600 other 
farmers contacted by extension activities, and an additional 7.200 persons at 
tended SO demonstrations. Wheat harvesting with machinery and grain cradles 
demonstrated Dry-farming methods demonstrated at Karaj Agriculture Col 
lege experimental farm; college research and teaching facilities improved, and 
20 technicians and over 100 students trained in operation and maintenance of 
farm machinery Development of plans for organizing farm-machinery co 
operative. 


t production, $1,509,000 


Seed improvement, including vegetables, cereals, sugar beets, cotton, forag 
rops. Demonstration of cotton cultivation, ginning and grading methods. De 
termination of suitable areas for sugar-beet cultivation. Improvement of tea, 
rice, sugarcane, and citrus-fruit cultivation. $809,000 under AID 

In addition $700,000 special economic aid will be required for the purchase 
of insecticides and fungicides, fertilizers, and improved seed 

Pro ss to date 226,000 acres of crops protected in 1952 by locust-control 
demonstrations. Grain yields on demonstration plots increased by 40 to 100 per 
cent by improved seeds. Quality wheat seed distributed to 7,000 farmers on ex- 
change basis. Forage-crop seed distributed to farmers under seed-exchange 
plan. Many varieties of quality vegetable seeds introduced, resulting in improved 
harvests. Instruction of 585 technicians in horticulture, many school gardens 
started, and 2,300 farmers in attendance at garden demonstrations. 50 tech 
nicians trained in wheat-smut control, and 167 in cotton classifying 


Livestock improvement, $847,000 


Improvement of animals and poultry by feeding experiments, establishment 
of breeding centers, and development of veterinary program including in-service 
training in veterinary practices, establishment of veterinary laboratories, and 
assistance to Teheran Microbiological Institute in production of animal vaccines 
and serums ; $747,000 under AID 

In addition, $100,000 special economic aid will be required for the purchase of 
animal vaccines and serums, and breeding stock. 

Progress to date.—Superior breeding stock (jacks, bulls, heifers, sheep, milk 
goats, baby chicks, hatching eggs) imported to improve native livestock and 
poultry. Artificial breeding centers established ; 65 technicians trained in arti- 
ficial-insemination methods: 5,000 farmers given similar demonstration instruc- 
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( pment (including tinplate) 
Proaress to date The ¢ ! rai rilv rieh fishing ‘ rie f e Persia 
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‘ i for the ent This project wil mb te major ear 
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Land reform, 
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Of which under AID PAL, OOM 





Special economic aid needed 1, GOO, OOF 
Number of Unite States tech iat 
Nutuber of training awards 17 
Objectives: To assist the Ministry of Health of Iran in (1) the development 
of public-health clinies, laboratories, and mobile units: (2) t development of 
disease-control programs, with emphasis on malaria and trachoma (3) the 
development of sanitary-engineering and munici witer-supply systems: (4) 
the improvement of facilities, Curricula and me Is in medical sch f th 
training of medical, nursing, and public-health sanitation student and (5) 
he establishment of a Department of Preventive Medicine ot 
Health; and also to assist the Housing Bank and the Plan Or n 





the development of low-cost housing. 


MAJOR ACTIVITIES IN FISCAL YEAR 


Health facilities development and operations, $938,000 

Assistance to Pasteur Institute of Ministry of Health for vaccine production 
and for inservice training of laboratory technicians. Development of epidemic 
disease-control program. Assistance to Teheran tuberculosis center (in coopera 
tion with WHO) including provision of a mobile X-ray unit and enlargeme? 
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of BCG (tuberculosis vaccine) program. Reorganization of Meshed sanitorium 
for lepers. Establishment of urban and rural health centers, suburban health 
laboratories, and mobile health units. Inservice training of over 300 health 
visitors and health-visitor aides for health centers. $738,000 under AID. 

In addition, $200,000 special economic aid will be required for vehicles, drugs 
and pharmaceuticals, and building materials. 

Progress to date.—Established a Cooperative Bureau of Loca] Health Services 
in Ministry of Health to carry out all cooperative public-health programs. Insti- 
tuted tuberculosis and other disease-control programs. Three health centers 
placed in operation; now serving over 10,000 people per month. Three large 
and five small health mobile units placed in operation. (Nearly 22,000 persons 
in 31 villages serviced by small mobile units in 1 month.) School health program 
initiated; over 2,000 children per month given health examinations. Approxi- 
mately 40 health-visitor aides trained and assigned to health centers. 


Health-training institutions, $325,000 

Improvement of facilities at Teheran Medical School for training medical and 
public-health students, Development of curricula at Shiraz and Meshed nursing 
schools. (All under AID.) 

Progress to date.—Initiation of pediatric nursing course at Saadi Hospital, 
Shiraz. Technical books and magazines provided for Teheran Medical College 
and Shiraz Branch Medical School libraries. 


Endemic disease control, $1,436,000 


Malaria control: DDT spraying of endemic areas, and introduction of new 
malaria-suppression drugs. Trachoma research: development of virology labo- 
ratory at Shiraz. $536,000 under AID. 

In addition, $900,000 special economic aid will be required for the purchase 
of DDT, antimalaria drugs and other pharmaceuticals and medical supplies. 

Progress to date.——Continued national malaria control program; in 1952 
sprayed 12,659 villages (estimated population of more than 4 million). Inci- 
dence of malaria in some areas reduced from 90 percent to below 10 percent; 
malaria course initiated at Teheran University Medical School. Trachoma-con- 
trol laboratory placed in operation at Shiraz; studies initiated on incidence of 
trachoma. Mobile X-ray units placed in operation for studying incidence of 
tuberculosis. Several thousand persons examined. In disease-control demon- 
stration, several thousand villagers immunized for typhoid, and over 10,000 
persons dusted and deloused for typhus prevention. 


Sanitation, $627,000 

Development of village-sanitation services, facilities and practices; provision 
of village bathhouses, water supplies, and refuse-disposal facilities; inservice 
training of about 1,000 village sanitarians; construction of demonstration deep- 
water wells. 

Progress to date.—-Completion of 8 public bathhouses and installation of 4,000 
village and school latrines. Completion of 33 deepwater wells with pumping 
units providing sanitary water. Eighty-one well operators trained. Completion 
of 14 wells with water-distribution systems. Teheran water treatment plant in 
progress. Bander-Abbas water system in progress; completed parts already 
resulting in marked reduction of waterborne diseases. Seventy-five sanitarian 
aides, and eight sanitary engineers trained. Completion of sanitation cleanup 
of city of Dezful (city of the blind), including construction of drainage canal, 
sewers, and 2,000 latrines, with resulting reduction of flies and trachoma. 


Housing, $615,000 

Financial advisory services to housing bank, and continuation of fiscal year 
1953 program providing technical guidance in housing projects with emphasis on 
urban housing. One hundred and fifteen thousand dollars under AID. 

In addition $500,000 special economic aid is needed for building materials and 
local costs in support of Iranian urban housing program. 

Progress to date-—Demonstrations of low-cost housing in progress in 13 loca- 
tions; construction of post quarters for provincial police and their families. 


Land reform, $1,000,000 


As described under general projects below, this sum will be utilized for health 
and sanitation support of village council and land distribution and development 
activities in coordinated area projects throughout Iran. 

Progress to date—See comment under “general projects.” 
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Education 


Total United States cost--- ik ek atid i $2, 950, 000 
Of which under AID bt i --.. 2,135,000 
Special economic aid needed " a 815, 000 

Number of United States technicians___-- ik dhe me alb hia alata 41 

Whee CI Gas kcidcndsiimcinnnemesiinnewass — q 


Objectives: To assist the Ministry of Education of Iran in the development of 
school facilities, school administration and teacher supervision, teacher training, 
educational curricula and methods, and adult education. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Educational facilities development, $824,000 

Development of rural school facilities: Technical guidance in building and 
equipping schools on demonstration basis; demonstration of modern teaching 
methods; development of school organizations. Development of six vocational 
industrial schools in major industrial centers; technical guidance and provi- 
sion of demonstration equipment. Training in home improvement in city and 
village schools for girls; curriculum improvement and provision of demonstra- 
tion equipment. Continuation of development of school recreation program 
initiated in fiscal year 1953. $484,000 under “Aid.” 

In addition, $390,000 special economic aid is needed for building materials and 
local costs of the Iranian school-construction program. 

Progress to date.—Fifty-two elementary schools built and equipped, 18 re- 
paired and renovated: In Isfahan alone more than 6,000 schildren thus enabled 
to attend school for first time. Forty-eight other rural schools opened in Vera- 
min area, enrolling over 5,000 children. Two agricultural schools completed, 
6 demonstration teacher-training schools placed in operation, and 5 Teheran 
school playgrounds in operation. 


Educational facilities operations, $609,000 

Extension of rural school supervisory program initiated in fiscal year 1953: 
In-service training for school supervisors who will train and supervise rural 
school teachers. Continuation of English courses for Government officials and 
technicians working in fields related to point 4 activities. $409,000 under “Aid.” 

In addition, $200,000 special economic aid is needed for school supplies and 
equipment. 

Progress to date.—Instruction of 15 rural-school supervisors, 12 agricultural- 
school directors, and 40 provincial chiefs of education; English-language instruc- 
tion of over 2,800 Government officials and technicians in progress; instruction 
of 4 librarians for Teheran and provincial technical libraries. 


Teacher training, $717,000 

Training of rural school teachers and introduction of new curriculum into the 
rural schools of the country. $492,000 under “Aid.” 

In addition, $225,000 is needed for vehicles and for school supplies and 
equipment. 

Progress to date.—In-service training given to over 1,500 school teachers; in- 
struction of 556 normal-school graduates in visual aids; education booklets 
printed and distributed among elementary teachers. 

Land reform, $800,000 

As described under general projects below, this sum will be utilized for edu- 
cation program support of village council and land distribution and develop- 
ment activities in coordinated area projects throughout Iran (all under “Aid’’). 

Progress to date.—See comment under “General projects.” 


Natural resources 


a aieesetenialiamonntaanhibca a 
ee ncletaiaertatemummmrcstimanierenidetneialeeds 1, 547, 000 
a alrees eenemieneiinnnes 3, 065, 000 
Number of United States technicians....._........_____-.....-..-. 18 
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Objectives: To assist the Ministry of Agriculture and the plan organization of 
Iran in the development of water and mineral resources by. providing surveys 
and teaching facilities to determine the feasibility of natural-resources develop- 
ments, including the construction of multipurpose dams, and the development of 
nining operations, 


MAJOR ACTIVITLES IN FISCAL YEAR 1954 


River-Basin Surveys, $775,000 

Collection of streamflow, rainfall, and evaporation data in connection with dam 
construction and irrigation developments; establishment of stream gaging and 
meteorological stations; soil analyses and land-classification surveys. In-service 
training of at least 200 persons, as counterparts to United States technicians 
(all under “Aid’’). 

Progress to date—Land and water-use surveys in connection with multi- 
purpose dams in progress (in collaboration with FAQ) ; 10 technicians trained 
in land classification and drainage engineering. 

Vultipurpose dams, $3,645,000 

Provision of technical assistance for the organization of a central Lranian 
agency responsible for countrywide water-development planning, engineering and 
direction, and the training of a technical staff competent to conduct the necessary 
surveys, collect data and supervise construction and operation of the yarious 
projects Continuation of basie surveys and technical guidance for already 
initiated projects. $580,000 under “Aid.” 

In addition, $3,065,000 special economic aid will be needed for machinery, dam- 
construction materials, and other supplies in suppport of the Iranian dam-con- 
struction and irrigation-development programs, 

Progress to date Construction work underway on Karkeh, Golpayegan, and 
Sheikh Ali Khan Dams, and irrigation tunnel for latter in progress, 

Teheran Engineering College, $192,000 

Kstablishment of engineering laboratory for instruction in testing of soils, 
minerals analyses, and engineering-materials investigations. 

Progress to date.—Teheran Engineering College Laboratory plans have been 
developed. This is necesssary to provide sound data for all the projects in 
progress. 


Industry, trade, and labor 


Total United. States cost ‘ Reteiniads palit inihdihiattntasa tin tating: Gi re 
Of which under AID __ ~-~---.---.--- Sat alien atahitenntilln tieteenneeile $1, 154, 000 
Special economic aid needed . ontadl ceneaiinaiith aiid $3, 550, 000 
Number of United States technicians 33 


oa weewaneee on be @ eo —- 6 attimaee oe on 
Number of training awards... ~~ :  ciadiatnitiat Stites iat yale 16 


Objectives: To assist the Plan Organization and the Ministries of Labor and 
National Beonomy of Tran in establishing commodity-grading and standardiza- 
tion methods, handicraft and small industries cooperatives, and in completing 
selected manufacturing plants. To provide aid in developing programs in labor 
training, general labor welfare, and labor-management relations. 


MAJOR ACTIVITIES IN FISCAL YFAR 1954 
Surveys and pilot development projects—$440,000 
Continuation of technical guidance in establishment of a Bureau of Standards 
and Analysis Laboratory in the Ministry of National Economy and equipping it 
for testing commodities in Iran and for establishment of commodity standards. 
(All under ATID.) 


Progress to date.—This laboratory is now under construction. The labora- 
tory technicians are being trained. 


Handicraft and small industry—$507,000 

Continuation of project for establishment of producer, consumer, and market- 
ing cooperatives. $147,000 under AID. 

In addition, $360,000 special economic aid is needed for buyi:ig machinery and 
other supplies and equipment for Small industries. 


Progress to date.—Initiated in fiscal year 1953. Required to improve handi- 
craft products and provide proper marketing procedures. 
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Manufacturing—$1,620,000 

Technical guidance in textile-mill and cement-plant operation, to complete 
projects initiated in fiscal year 1952. Technical guidance to plan organization’s 
expansion in textiles, cement, chemical fertilizers, jute and paper manufacturing, 
lumber mills, and related manufacturing plants. $120,000 under AID. 

In addition $1,500,000 special economic aid is needed for buying machinery 
and other supplies needed, in support of Iranian highest priority developments 
of manufacturing potential. 

Progress to date-——Fars cement plant being completed. Rey cement plant 
construction in progress and plant expected to be in operation within a few 
months. TehifSazi cottin mill (Teheran): One contract awarded and other 
contracts to be negotiated. Shirtiz municipal power system: Materials for 
underground-cable system ordered; negotiations under way for purchase of 
electric-generating equipment. 

Food supply processing—$1,845,000 

Technical guidance in introduction of modern production and management 
methods in sugar factories, and dried-fruit and food-canning factories. $155,000 
under AID. 

In addition, $1,690,000 special economic aid is needed for buying machinery, 
tinplate, and other supplies needed, in support of the Iranian plans to increase 
the country’s food supply. 

Progress to date.—F assa sugar refinery : Some construction contracts awarded 
and some machinery received. Teheran slaughterhouse: Project operations 
now being planned. 

Labor, $292,000 

Technical guidance to Ministry of Labor in inservice training, and in develop- 
ment of code related to child and woman labor, unemployment insurance, em- 
ployment services, labor management and relations, worker’s health and safety, 
and labor welfare; demonstration activities in industrial plants. (All under 
AID.) 

Progress to date,—351 industrial-plant supervisors trained in labor-manage- 
ment relations; 180 technicians trained in cotton classification. 


Transportation and communications 





Ee AF CRT UN iia terre wha enieotion at 
Ce I ida incebeneieey pe eee ET : 472, 000 
Special economic aid needed ite Lechianiide 800, 000 
Number of United States technicians___....-________ acetic ae aes 13 


Number of trate awards. ts le ee ak 9 


Objectives: To assist the Ministry of Roads and Communications of Iran in 
the development of highways and farm-to-market roads, telephone, telegraphic 
and radio communications, and civil-aviation facilities and pilot training. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Highways, $970,000 


Construction and maintenance of farm-to-market roads and highways: Contin- 
uation of technical guidance on demonstration roads projects, and inservice 
training in maintenance and operation of road construction equipment, initiated 
in fiscal year 1953. $170,000 under AID. 

In addition, $800,000 special economic aid will be needed for buying road 
construction machinery and supplies in support of the Iranian highway construc- 
tion program. 

Progress to date-——Demonstration construction and improvement of 6 high- 
ways in progress; several small bridges constructed and widened; portions of 
highways surfaced; over 1,000 persons being trained in road construction 
methods. 


Communications, $130,000 


Inservice training of Iranian technicians (in cooperation with U. N. tech- 
nicians) in installation, operation, and maintenance of telegraphic, telephone, 
und radio equipment. (All under AID.) 

Progress to date-——Contracts awarded for supplying equipment for radio, tele- 
phone, and telecommunications improvement project under joint operation of 
TCA and U. N. mission. 
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Civil aviation, $172,000 

Continuation of inservice training (initiated in fiscal year 1952) in installa- 
tion, operation, and maintenance of meteorological and air navigation equip- 
ment. Inservice training of senior pilots (in cooperation with U. N. Aviation 
Mission and Department of Civil Aviation) in instrument fiying. Technical 
eo to small airports in improvement of airport facilities. (All under 

Progress to date——Instruction of 150 technicians in air-traffic control, meteor- 
ological forecasting and observation, radio maintenance and repair, communica- 
tions supervision, and radio communications operating (by ICAO mission with 
TCA furnishing technical guidance and demonstration equipment) ; installation 
of one air navigation beacon (also in cooperation with ICAO). 


Public administration 


Total United States cost (all under AID)-_~----_-__._-___________ $476, 000 
Desiree GE TUE (Teen TORTIE nn ee eee eeete een 5 
Oe Re ne a ace nceerc ntmincens cer 2 


Objectives: To assist the National Municipal Police of Iran in the develop- 
ment of improved organization and methods of police work, and the Ministries 
of Interior and Agriculture of Iran in the development of a public statistics 
program. 

MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Government administration—$65,000 


In-service training of national municipal police in laboratory techniques of 
police work, improved methods of traffic control and communication, and main- 
tenance of modern police equipment. (All under AID.) 

Progress to date.—This program has just been initiated. 


Public statistics—$411,000 

Continuation of operation of statistical planning and processing center for 
development of countrywide statistical program, including agricultural, health, 
and social statistics. In-service training and demonstration in gathering public 
statistics with emphasis on agricultural census. (All under AID.) 

Progress to date.—A statistical planning and processing center for develop- 
ment of public statistics has been organized. Demonstration agricultural census 
of Fars Province conducted in late 1952; 39 agricultural engineers trained for 
preliminary survey of area (approximately 50 census supervisors trained by 
U. N. Mission and they in turn have trained 400 census enumerators). 


General projects 


Total United States cost (all under AID) (plus $3 million programed under 
other activities), $70,000; number of United States technicians (plus technicians 
assigned to other activities), 2. 

Objectives: To assist the Ministry of Court of the Shah of Iran in establish- 
ing financial and technical services for new land distribution under the Crown 
land-distribution program; and to assist the Ministry of Interior and other 
ministries of Iran, and the Agricultural Bank of Iran, in executing agrarian- 
development activities through local village councils, pursuant to the Increase 
of Tenants’ Share Act. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Land reform—$70,000 

Continuation of financial-advisory services to the Agricultural Bank and to 
the Crown Lands Commission Development Bank, and inservice training of 
area and village supervisors of Crown lands distribution program through Near 
East Foundation, initiated in fiscal year 1953. TCA technicians in all fields of 
activity will also perform services for land-reform projects. (All under aid.) 

Progress to date—The Crown Lands Bank of Development has been provided 
with grant-in-aid funds in the amount of $320,000 for low-interest loans to new 
land distributees. Bank has so far made loans to 650 farmers (among nearly 
900 new freeholders in Veramin district) for purchasing wheat and barley seed, 
oxen, food, tools, and fertilizers, and for rental of tractors for plowing. In- 
service training given to area and village supervisors to direct technical training, 
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guidance, and economic assistance to new landholders and to the village councils. 
Through these supervisors, advised by TCA technicians, the following community 
development activities have been carried out ; demonstrations of wheat and barley 
cultivation; demonstration of family size vegetable gardens; encouragement of 
villagers to build three schools and install sanitary latrines; demonstration of 
use of tractors on a machinery-pool basis; and designing of a water reservoir. 


SPECIAL COMMENT 


In addition to funds provided specifically for financial advisory services to 
the Agricultural Bank, and to the Crown Lands Commission Development Bank, 
the fiscal year 1954 program, as indicated above, includes $3 million to conduct 
activities in the fields of agriculture, health, and sanitation, and education, under 
the Iranian act increasing the tenants’ share, and to support activities under the 
Crown lands distribution program. One million and two hundred thousand 
dollars has been programed for projects under agriculture; $1 million for proj- 
ects under health and sanitation; $800,000 for projects under the education 
program. 

In connection with Crown lands distribution, it is proposed to increase TCA’s 
contribution to the Crown Lands Commission Bank. Cooperatives set up in 
former Crown lands villages following the distribution of lands, will be enabled 
to obtain loans for specific production purposes on behalf of villages as a whole. 
Work will be directed toward training and increasing the number of Crown 
Lands Commission supervisors that are helping villagers bridge the difficult 
transition period to their status of freeholders. To facilitate the changeover 
in Crown lands villages where land has only recently been sold to the peasants, 
TCA also intends to work directly with the Iranian Ministries of Health, Agri- 
culture, and Education in projects that are specifically related to those villages. 
The projects will parallel the ones planned for the country as a whole in those 
three fields of activity. 

The Iranian act increasing the tenant’s share provided for a contribution 
by landlords of a specific part of their former share of the crops for community- 
welfare activities to be administered by special village councils. The respon- 
sibilities of these new local organizations are extremely heavy, considering the 
level of education and experience of the village leaders. Storing and selling 
crops received from landlords under the act, accounting for funds, arranging 
and controlling credit and loans for farmers, and undertaking development and 
improvement projects will be some of the unusual duties that the village councils 
will have to perform. They will have to do this without prior experience and 
with inadequate guidance and help from the Government. 

TCA assistance will largely be directed toward training community workers 
and providing these to work with the village councils, and giving special assist- 
ance where needed in connection with village development and improvement 
projects. In addition agricultural, health, and education services will be pro- 
vided that will be similar to those described in the agriculture, health, and 
education sections of this presentation. 

In addition TCA will contribute funds to a revolving joint fund in the Agri- 
cultural Bank from which loans will be made to the village councils for the 
advance of credit to farmers and for the councils’ development and improve- 
ment projects. Repayment of the loans to the revolving fund will be used to 
support rural credit operations as soon as village cooperatives like those in 
Crown lands villages can be set up. 


IV. OTHER TECHNICAL-ASSISTANCE PROGRAMS 


The United Nations has one of its largest technical-assistance programs in 
Iran, with over 50 experts, including representatives of 5 specialized agencies. 
U. N.-TAA experts are advising the Government on road-building, railway op- 
erations, textile-factory methods, salt-mine management, and hydroelectric- 
power development. 

FAO experts are working in the fields of agricultural development, forest re- 
sources, agricultural credit, soil and water conservation, and range management. 
UNESCO specialists are giving assistance to technical and agricultural schools. 

WHO is carrying on programs in tuberculosis, malaria, leprosy, trachoma and 
veneral-disease control. WHO experts are also assisting the school of nursing 
in Tehran and helping to establish a maternal and child-health demonstration 
center in that city. 


33902—353——26 








398 MUTUAL) SECURITY ACT OF: 19538 


rhe TCA Mission to Lran works in close cooperation with U. N. experts, and 
as contributed funds to Iranian projects supported by U. N, technical assist- 
ance, Which would otherwise have remained incomplete. For example, technical 
direction of the TCA malaria and tuberculosis programs is partly provided by 
WHO experts. The U. N.-TAA resident representative attends the TCA coun- 
try director’s staff meeting each week. Heads of the WHO and FAO missions 
maintain close working relationships with their TCA counterparts in the plan 
ning of program activities. 





KX 





ene ae 


Goo'ooo'L 1 | FWwIs 


Auepuneg ams ——— 
Asepunog euonmUey) 


NVINNG@ GNY IVdaN 





B. INDIA 


United States program, cost fiscal year 1954___.___.._..-_--______-__ $110, 000, 000 
Under act for international development______..--___--___-__--- 80, 100, 000 
RC CE, Ce enter cite oer inpeeeint 79, 900, 000 
Estimated Indian contribution—_-—--_- Da _....rupees 149, 000, 000 
Number of United States technicians \ Di ALindie dee diatn 245 


Number of training awards ee : 23 











times 


i 
f 








tea meer 


* 












MUTUAL) SECURITY ACT OF 1953 399 


I. ResourRcES AND NEEDS 
NATURAL 


India is slightly less than half the size of the United States, embracing an 
area of 1.2 million square miles. Of this, nearly 60 percent (340 million acres) 
is under cultivation, over 10 percent (67 million acres) is wasteland, Although 
there are Many great rivers in India, less than 15 percent (47 million acres) of 
its total cultivated area, is irrigated. Its major crops, besides food grains, are 
sugar, cotton, jute, tea, and tobacco. Its mineral resources are extensive. It 
has the largest and richest deposits of iron ore and coal in free Asia and the 
only substantial combination of coal and iron deposits in all the entire undevel- 
oped regions. India produces 70 to 80 percent of the free world’s supply of 
mica for the electrical industry and 25 percent of its manganese; and it has 
large deposits of limestone and copper. 


HUMAN 


With a population of 360 million, India is the most populous country in the 
free world. Its population increases at a rate of 1.4 percent or by 5 million 
people per year. Over SO percent of the population is illiterate; 70 percent of 
the working population is engaged in agriculture, while less than 2.5 percent are 
employed in industry. 

CAPITAL 


India’s national income is currently estimated at about $19 billion, or $55 per 
capita. Agricultural production contributes 50 percent of the national income, 
industry 25 percent, and the remainder is derived from services. Of India’s total 
nutional income, 95 percent is required for consumption purposes, leaving only 
about 5 percent for public and private investment. (In the United States, more 
than twice this percentage of national income is devoted to investment purposes. ) 


The value of India’s total merchandise trade in 1952 was 88 billion. Major 
exports are jute manufactures, textiles, tea, hides, and skins. Major imports are 
foodstuffs, machinery and raw cotton. At the beginning of 1953, India’s gold 
and foreign-exchange reserves, mostly sterling, amounted to the equivalent of 
$1.7 billion, about half of which are required ; acking for the currency. The 
country’s interest-bearing external public debt is about $800 million (exclusive 


of purchases from the International Monetary Fund, equivalent to $100 million) 


Il. GENERAL SITUATION 


Strategically located on the southern border of Red China and the Soviet Union, 
between the Arabian Sea and Indian Ocean, India is potentially the most power- 
ful bastion of free Asia. 

Now in its sixth year as an independent, democratic nation, India completed 
successfully in 1952 the largest free national elections in the world’s history. 
A larger fraction of the eligible Indian electorate voted than normally votes in 
a United States national election. The democratic Congress Party secured con- 
trol of the Central Government by a wide margin, although the Communist Party 
emerged as the second largest single party in Parliament. 

With firm electoral support behind it, the Indian Government embarked on 
a bold program to attack the major economic ills facing the country and began 
the process of economic development. Clear evidence of appreciable progress 
toward the eradication of these ills is necessary to justify present democratic 
forms of government. These ills are many and serious: 

(a) Inadequate food production.—Frequently experiencing serious local and 
national famines, India now imports between 3 and 5 million tons of grains 
annually at a cost of nearly $500 million representing about 25 percent of its 
total export earnings. Net self-sufficiency in food would be an important 
foundation for economic growth'in India. 

To raise its low agricultural productivity, India needs improved methods of 
cultivation, more tools and fertilizers, irrigation and flood control. In the United 
States less than 10 million farmers on 360 million acres apply 20 million tons of 
fertilizer per year. In India, 100 million farmers on 340 million acres apply only 
400,000 tons of fertilizer per year. Unequal and erratic fluctuations of rainfall 
in India lead to a recurrent cycle of floods and droughts. 

In India today two-thirds of the area subject to wide variations of rainfall is 
unirrigated. 
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India’s low agricultural productivity is reflected in the fact that its production 
of rice averages 1,143 pounds per acre compared with 3,300 pounds per acre in 
Japan; and its production of wheat averages 600 pounds per acre compared 
with 1,600 pounds in Japan. This low output has resulted in a decline of food 
consumption within India in recent years. Twenty years ago India consumed 
about 370 pounds of food grains per capita per year. By 1950-51 this had de- 
clined to 315 pounds. Today average per capita caloric intake in India is re- 
ported as only 1,750 calories. 

(b) Land tenure.—The problem of land reform is one of the most critical 
facing the Indian economy. It is estimated that out of a total of about 100 
million farmers, only about 27 million own their land, about 42 million are 
tenants, and about 34 million are landless laborers. The large number de- 
pendent upon the land and the practice of dividing land among all heirs have 
resulted in excessive fragmentation and uneconomic holdings. 

(c) Disease and mortality.—Public-health conditions in India are deplorable 
and the country’s death rate is among the world’s highest. Malaria and tuber- 
culosis take a major toll both in reducing labor productivity and in increasing 
mortality. The average life span in India is only 27 years, 25 percent of the 
people die during the first year of life, 45 percent before the age of 10, and 
60 percent before the age of 30. Even in the most-favored urban areas the ratio 
of physicians to population is 1 to 5,000 and in the more remote rural areas 
of India the ratio is 1 to 50,000. 

(d) Unemployment.—Although agriculture and food constitute the highest 
priority problems facing the Indian economy, the greatest waste in the Indian 
economy is its unutilized manpower. To create jobs, to support agricultural 
growth, and to develop its mineral and fuel resources requires a great expansion 
in Indian industry. India’s national planning calls for maximum reliance on 
private investment in meeting this challenge. 

India’s national effort to meet these problems is embodied in its 5-year plan. 
This plan, formulated through extensive consultation with and participation 
by local, state, and private groups, concentrates on the objective of raising 
food production and achieving food self-sufficiency by 1956. It calls for a 
total 5-year outlay of $4.3 billion, of which $1.3 billion was successfully under- 
taken in the first 2 years of the plan. Of the total, India will be able to finance 
about $3.6 billion by domestic taxation and borrowing, drawing down its foreign- 
exchange reserves, and foreign aid already received from the United States, 
the International Bank, and the Colombo plan countries. A gap of over $700 
million remains as a prospective deficit in financing the Indian plan. 


III. THe Program 
OBJECTIVES 


The Indo-American technical cooperation program aims at assisting the Gov- 
ernment of India to reach the key development goals of the 5-year plan, namely: 

(a) To approach self-sufficiency in food production by raising the annual 
output of food grains by 7.6 million tons over 1951 levels; 

(b) To raise the total national real output and income by 11 percent (in the 
aggregate) ; 

(c) To eradicate malaria ; 

(d) To lay the foundation for self-sustaining economic development and for 
further industrialization. 

The joint program aims at achieving these objectives by methods which will 
have a maximum effect at the village level, evoking a sense of participation in 
and support for India’s developmental effort among large masses of the Indian 
rural population. 

Special economic aid is proposed to accelerate and increase the coverage of 
the program so as to approach these objectives as rapidly as possible within 
a politically determined time limit. It provides for additional agricultural 
tools, irrigation, fertilizer, and disease-control measures to enable farmers in 
community development and other areas of India to implement the improved 
techniques demonstrated through the community-development program. 


CHRONOLOGY OF AGREEMENTS 


On December 28, 1950, the United States and India signed the point 4 general 
agreement for technical cooperation. A program of greatly expanded technical 
cooperation with India began on January 5, 1952, with the signing of the Indo- 
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American Technical Cooperation Agreement, which set forth the terms and 
conditions under which an enlarged program would be carried out in India. 
Under this agreemnt, together with the supplementary-program agreement 
signed on November 3, 1952, $88 million of United States funds and $186 million 
of Indian Government funds in rupees are being obligated by joint operational 
agreements negotiated between the two Governments, and an additional $9,850,- 
000 has been provided by the United States for the salaries of United States 
technicians, the training of Indian nationals outside of India, and smaller tech- 
nieal-assistance projects. The titles, amount of funds obligated, and dates of 
signature of these agreements are as follows: 


Operational agreements signed under Indo-American technical cooperation 
program 


{In thousands of dollars] 








Fiscal year 1952 Fiscal year 1953 
Operational agreements number —_ — — . 
Date Amount Date Amount 
1. Fertilizer distribution May 1, 1952 9,050 | Nov. 5, 1952 6, 000 
2. Steel for farm implements May 29, 1952 &, 385 | Nov. 26, 1952 8, 500 
3. Locust control do 230 | Mar, 27, 1953 221 
4. Soil fertility and fertilizer use May 3, 1952 200 
5. Fisheries ‘ do 2, 462 
6. Ground-water irrigation do 15,300 | Apr. 20, 1953 6, 191 
7. Village workers’ training program do 166 | Feb. 9, 1953 133. 2 
8. Community development do 8, 671 Dec. 6, 1952 1, 925 
9. Malaria control___-- June 12, 1952 648 | Dec. 13, 1952 5, 200 
10. Forestry research... do 104 
11. River valley development June 14, 1952 4,784 | Feb. 9, 1953 ! 5, 000 
2. Ground-water exploration Mar. 27, 1953 4, 500 
13. Building materials research... Apr. 20, 1953 2 262 
14. Low-cost housing development do 5 
Audio-visual aid 3 580 
Central Labor Institute _- _- 3 50 
Heavy equipment training centers 3 367 
Agricultural equipment training centers 3 678 
Soil research - ! 50 
Lignite experimentation a 1 200 
Total . 50, 000 1 36, 580. 2 


! Of which agreement for $3,735 only signed as of April 21, 1953. 
? Of which agreement for $100,000 only signed as of April 21, 1953 
+ Pending signatures of April 21, 1953. 


Note.—Total obligated by projects agreements, $86,580.2 
FINANCING 


The total Indian contribution to the proposed fiscal year 1954 programs at the 
level presently contemplated is estimated at $149 million in rupees. These funds 
will be provided by the central and state governments, as is presently the case 
under the fiscal year 1952 and fiscal year 1953 Indo-American programs. Under 
these programs the Indian Government has already obligated approximately 
$133 million in rupees. It is estimated that additional obligations equivalent 
to $53 million will be undertaken by the Indian Government before the end of 
this fiscal year. Their total monetary contribution will, therefore, be nearly 
twice that of the United States. In addition, local communities are making 
voluntary contributions of labor, local materials, and funds. 
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Community development 


Total United States cost: (Under the act for international de- 

velopment ) _- . . ee = oe pe Ei . $8, 763, 000 
Number of United States technicians ‘ wie 51 
Number of trainees: (All training is “on-the-job” in connection with 

special Indian “training centers.” ) 


-1 


Objectives: To bring to large numbers of the Indian rural population a grass 
roots extension program in the fields of agriculture, health, education and small 
industry. The community-development program is the institutional core of the 
Indo-American technical cooperation program, not because of the amount of 
dollar and rupee funds which are involved, but rather because community 
development provides a channel through which many other major activities 
in the overall program are implemented at the village level. For example, activi 
ties in the fields of fertilizer import and distribution, manufacture and distribu- 
tion of improved agricultural implements, and the drilling of irrigation wells, 
are put into effect at the village level through the medium of the community 
development program. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Community development (general projects), $8,763,000 

Indian village-level workers, trained under a joint GOI-US-Ford Foundation 
training program, teach, train, and demonstrate to the Indian villages ways and 
means of increasing agricultural productivity, improving health and sanitation, 
increasing basic and vocational education, and developing village industry. 
Under the guidance and with the assistance of these trained workers—each 
responsible for 4 or 5 villages with total populations of 4 or 5 thousand—farm- 
to-market roads will be built, compost pits dug, schools and health dispensaries 
constructed, wells dug and repaired, and watering troughs installed. 

The work is generally organized by project centers—each including 3 blocks 
of 100 villages; and the regular services to individual villages are supplemented 
and reinforced by more specialized experts assigned to blocks or to the center 
as a whole. 

In fiscal year 1954 it is proposed to carry forward the work initiated under 
the fiscal year 1952 and fiscal year 1953 programs by launching 220 community 
development blocks embracing 22,000 villages with a population of 21 million 
covering a cultivated area of 11 million acres. 

For this purpose a United States contribution of $8.7 million in technical- 
assistance funds will be needed, with an estimated additional contribution by the 
Indian Government of $56 million in rupees. 51 United States technicians will 
be provided under this program for fiscal year 1954. 

Progress to date.—Under the fiscal year 1952 and fiscal year 1953 programs, a 
total of $11 million in United States funds and approximately $80 million in 
Indian rupees have been obligated for community-development work. On October 
2, 1952, 55 community project centers were opened with at least one center in 
each Indian state and at least one project block embracing about 100 Indian 
villages in each community center. On April 1, 1953, the second and third com- 
munity blocks in each of these 55 community project centers were opened. The 
total area covered by these first projects encompasses over 16,000 Indian villages 
with a population of more than 16 million. By October 1953 an additional 55 
community project centers will be opened with at least one development block 
in each center. Together the fiscal year 1952 and fiscal year 1953 programs will, 
therefore, service the needs of about 22,000 Indian villages and of about 21 mil- 
lion people with a cultivated area of 11 million cultivated acres. In addition to 
33 American technicians, over a thousand Indian technicians are already working 
in the new community-development centers for these projects. Enthusiasm on 
the part of Indian villages for the program has been widely demonstrated 
throughout India. Press reports of village cleanup campaigns, wells drilled and 
repaired, compost pits dug, and construction of farm-to-market roads, schools, 
and dispensaries, have been received from all over India, and show emphatically 
how material accomplishments can come through democratic processes without 
recourse to authoritarian methods. 
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Agriculture, forestry, and fisheries 


Dotal. Chabted: Dinka Oi i 35 nto5 sec ake ett meerrntananels 
Under act for international development__-_.---.-.--._--------- 
CRE? SOCtT CORUOIIES DIE egies antimnndapenin tna 
Number of United States technicians...............-.........5.. 61 
PEOr OF TREIRIE BRIO. oi osc nnsg iguatinecenéniianns 42 


Objectives: Like the bulk of the joint Indo-American program, activities in the 
field of agriculture, forestry, and fisheries are directed toward the key objectives 
of raising Indian food production, particularly food grains, and approaching 
self-sufficiency by the end of 1956. The program concentrates on the five major 
needs of Indian agriculture—better techniques, more water, better tools, in- 
creased soil fertility, and more land under cultivation. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Agricultural extension, $1,414,000 

Experts to advise the agriculture departments of the State governments on 
methods for improving cultivation techniques and raising agricultural produc- 
tivity. Twenty-four United States extension advisers with supporting equipment 
are included in the proposed fiscal year 1954 program. All under the act for 
international development. 

Progress to date.—At present 33 United States extension specialists, including 
those cooperating on community development projects, are in India participating 
in the agricultural extension program. As an example of the scope of their work, 
these technicians conducted in 1 month 1,077 method demonstrations and 3,650 
result demonstrations, reaching 28,000 persons in 877 villages. As a result of 
seed and fertilizer demonstrations, rice production in 1 community development 
area is already 2% times last year’s level. In addition, 12 agrictultural engi- 
neers, fisheries experts, agricultural information specialist, vocational agricul- 
tural teachers and others are providing advice and assistance at the Cental Gov- 
ernment, Provincial and local levels. 


Irrigation wells and ground water surrey, $12,933,000 

Irrigation wells averaging about 250 feet in depth will be drilled under the 
fiscal year 1954 program to irrigate a land area of 640,000 acres with an estimated 
increase in food-grain output of 480,000 tons to be concentrated in the region of 
the Ganges Plain. In addition, exploratory wells will be drilled in other areas 
of India to locate additional areas with adequate underground water, to provide 
sites for future drilling of irrigation wells. Exploratory wells to be financed 
under the Act for International Development $933,000. 

Production wells, for larger-scale irrigation, under “Special economic aid” 
$12 million. 

Progress to date.—Contracts have been signed for 2,000 of the total 2,650 tube- 
wells to be drilled, and drilling of these wells has been started. It is estimated 
that the 2,650 wells will increase food-grain production by 80,000 tons annually. 


Research and distribution of fertilizer, $6,674,000 

Seventy-five thousand tons of ammonium sulphate will be distributed to 
farmers under the fiscal year 1954 program to raise output by an estimated 150,000 
tons of food grains and to acquaint additional cultivators with the techniques 
and benefits of fertilizer use. Demonstration and research activities to be 
financed under Act for International Development, $1,674,000. 

Cost of fertilizer imports for general distribution under special economic aid, 
$5 million. 

Progress to date-—Procurement has been initiated for 183,000 tons of fertilizer, 
of which 108,000 long tons had been delivered by March 1, 1953. Much of this 
fertilizer is being distributed through the community-development program to 
benefit the Indian farmer. As a result food-grain production will be increased 
by about 300,000 tons. 

Fisheries, harbors, and marketing facilities, $2,759,000 

A project begun in fiscal year 1952 to increase fish catch and improve the 
storage and distribution of this key source of protein in the Indian diet, this 
program of modernizing and mechanizing fishing equipment, improving fish har- 
bors and inland fisheries, and providing for storage and refrigeration will be 
extended under the fiscal year 1954 program. Experimental, surveying, and 
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technical work to be financed under the Act for International Development, 
$1,259,000. 

Mechanization under special economic aid, $1,500,000. 

Progress to date.—A worldwide survey was carried out jointly by United States 
and Indian specialists to determine the methods and equipment best suited for 
Indian conditions, the adaptations required, and the proper specifications. 
Based on their findings, purchase authorizations have been issued for $1.5 million 
in experimental vessels, refrigeration equipment to reduce spoilage, motors to 
increase the area of operation and reduce spoilage on the return trip, and other 
equipment. 

Additional projects, $1,795,000 

Agricultural information and advisory services, locust and other crop-pest con- 
trol, soil conservation and reclamation, agricultural equipment training centers, 
and forest-products development—all under Act for International Development. 

Progress to date.—Assistance has been furnished Provincial and Central Gov- 
ernments and to the Community Projects Administration on methods for pub- 
licizing improved agricultural techniques; large locust-spraying campaigns have 
been carried out; advice has been furnished on soil conservation. 


Natural resources 


Total United States cost__...__~- - didi scan . $28, 316, 000 
Under Act for International Development_____________- Lica dieale eal $3, 316, 000 
Under special economic aid_____---_- als alike cs cchiaied el __... $25, 000, 000 
Number of United States technicians__________- ‘ st flea tieiies 37 
Number of training awards________-_-~- beh ll ik sc cnslitie pes 12 


Objectives: To support the food-production goals of the joint program by pro- 
viding irrigation water and power for tubewells and controlling crop-damaging 
floods. 

MAJOR ACTIVITIES IN FISCAL YEAR 1954 


River valley development projects, $26,735,000 

Most of these projects involve the construction of (a) dams and canals for 
large-scale irrigation, (0) storage dams and reservoirs for flood control, and 
(c) hydroelectric power installations. United States assistance to river-valley 
development concentrates on the flood-control and irrigation aspects of such 
multipurpose projects. It is expected that the United States contribution under 
the fiscal year 1954 program to river-valley development will assist the following 
central- and state-government projects: Hirakud, Chambal, Mahi, Ghataprabha, 
Koyna, and Bhawani. When completed, these projects together will provide 
storage facilities for an estimated 15 million acre-feet of water and irrigate 3.72 
million acres which can produce an additional 2.7 million tons of food grains 
and generating 373,000 kilowatts of power. Engineering, design, technical ad- 
visory, and survey aspects under Act for International Development, $1,735,000. 

Construction equipment and supplies under special economic aid, $25 million. 

Progress to date-—Under the fiscal year 1952 and 1953 programs, $9 million 
were obligated for projects in the field of natural resources, concentrated largely 
in river-valley development. Six United States engineers are assisting the Indian 
Ministry of Irrigation and Power in dam design and construction. The services 
of a private engineering firm were secured to aid in the design of dams in the 
Damodar Valley project. This firm is also inaugurating an on-the-job-training 
program on dam planning and construction for Indian engineers. Procurement 
for over $4 million worth of heavy construction equipment is under way. Some 
of the equipment is already operating. The projects which the United States is 
already aiding will bring 3.7 milion acres of land under irrigation and provide 
power capacity of 325,000 kilowatts by 1956. Sixteen technicians are at present 
in India working on natural resources and industrial projects. 


Other projects, $1,581,000 

Surveying and mapping of mineral resources, stream gaging, and training in 
the use and maintenance of heavy equipment. Under the Act for International 
Development. 

Progress to date.—Valuable assistance has been given by United States tech- 
nicians to the Indian Geological Survey, in exploring, surveying, and mapping 
mineral resources, especially lignite and manganese. A United States technician 
has provided advice in the development of the large Arcot lignite field. Hxcava- 
tion has begun. Aid in equipment maintenance has been an important incidental 
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aspect of the work of many United States technicians on river valley and other 
projects. 


Industry, trade, and labor 


Total United States cost._...........- : ll nan ais _. $32, 832, 000 
Under act for international development ndiesiaieasiealdtaiieicn Hilal Gatnlibea 3, 182, 000 
Under special economic aid o - es eiie E aaa te 29, TOO, 000 
Number of United States technicians 29 
Number of training awards ‘ i eacaa ae 24 


Objectives: To help provide the improved tools and fertilizer needed to meet 
food production objectives ; to provide some assistance in increasing the effective- 
ness of Indian industry; to help in small measure to meet India’s unemployment 
problem, 

MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Iron and steel for agricultural implements and irrigation, $18,213,000 

Steel and iron imports under the fiscal year 1954 program in the amount of 
124,000 tons will provide material for the manufacture in India of steel-tipped 
plows, spike-toothed harrows, hoes, steel cartwheel rims and other farm tools, 
as well as for irrigation sluice gates and other manufactures needed in the 
development program. Tools will be distributed primarily through the com- 
munity development program. Technicians under AID ($13,000). 

Iron and steel under special economic aid ($18,200,000). 

Progress to date.——Under the fiscal year 1952 and fiscal year 1953 programs 
$17 million have been obligated for projects in this field. Twenty-three thousand 
tons of steel have been shipped to India and are presently being used to manu- 
facture farm implements. Thirty-three thousand additional tons of steel are 
in the process of delivery. 

Import of copper, $4,013,000 

Six thousand five hundred tons of copper will be imported for local fabrication 
of electric transmission lines to provide power for tube well operations under 
special economic aid ($4 million). 

Technicians under Aid ($13,000). 

Progress to date.—New project. 

Fertilizer production, $7,956,000 

Technical services and equipment will be provided to increase the capacity of 
the Sindri fertilizer plant by 120,000 tons of ammonium sulfate and other ni- 
trogenous fertilizers per annum. Design and management contract under the Act 
for International Development ($956,000). 

Progress to date——A team of Indian and American experts studied ferti- 
lizer production at the Sindri plant in India and visited the United States, 
Japan, and European countries in order to determine the type of equipment and 
processes to be used in expanding production at Sindri. 

Equipment furnished under special economic aid ($7 million) 
Other projects, $2,650,000 

Assistance to village and cottage industries, artisan training, provision of 
consultants to industry, sulfuric acid production, and assistance to building 
materials research and labor problems. Under Act for International Develop- 
ment ($2,150,000). 

Import of sulfur under special economic aid ($500,000). 

Progress to date.—Under contract with a private research organization, tech- 
nical experts are advising small industries on improved production methods. 
United States technicians have provided advice and demonstration to the foun- 
dry industry, and for manufacture of building materials, 


Health and sanitation 





Total United States cost L. «bess ee $B scwtiviewtans $8,507, 000 
Under act for international development_____-__.-._---_---_--_- . 1,807,000 
Under special economic aid___ ~~~ aks aid Lgeisiicuta sick au!) Gs TOO Cae 
Number of United States technicians__._...............-.-+.-.-- . 20 


Number of training awards suRiedolLent J Gases abit. .ce 11 
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Objectives.—The near-elimination of malaria by 1956 to provide relief for the 
roughly 100 million annual cases presently afflicted in India. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Valaria control, $5,562,000 

Carrying on the work begun in this field in the fiscal year 1952 and fiscal year 
1953 programs, the United States contribution in fiscal year 1954 will acceler- 
ate the import of DDT, sprayers, and automotive equipment and will provide 
technical services to supplement the present excellent Indian staffs in carrying 
out the malaria control program. Technicians and their immediate equipment, 
and training, under AID ($162,000). 

DDT, spraying equipment, and other supplies under special economic aid 
($5,400,000). 

Other projects, $2,945,000 

The United States will also contribute to projects in rural health, medical 
training, industrial hygiene, housing development, community services and 
vital statistics. Under Act for International Development ($1,645,000). 

Medical supplies and other equipment for the rural health project under 
special economic aid ($1,500,000) 

Progress to date-—Under the fiscal year 1952 and fiscal year 1953 programs 
$6 million were obligated for projects in this field. By the end of February, 
1958, 1,000 long tons of DDT, 4 million resochin tablets, and a number of spray- 
ers and vehicles had been delivered to India to assist the Government in its 
national malaria eradication program. By the end of April 1953, an additional 
3,000 long tons of DDT will have been delivered. Five United States tech- 
nicians are in India working on various health projects. 


Education, total United States cost tS : _... * $5, 084, 000 
Public administration, total United States cost_- : * $81, 000 
Transportation, communications, total United States cost * $639, 000 
Number of United States technicians 5£3. i sane 40 
Number of training awards____- , ous i 27 


Under Act for International Development 
Objectives.—To increase the level of literacy, especially in country develop- 
ment areas; strengthen facilities for technical and primary-secondary education, 
assist with transportation and public administration problems. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Primary and secondary education, $1,069,000 

Establishment of teacher-training schools and vocational-education facilities, 
participation in a demonstration program in one State. 

Progress to date—United States assistance has been given to a literacy train 
ing program developed during 1952-53 by World Literacy, Inc. under contract 
with TCA. An adviser has assisted the Ministry of Education in the improvement 
of basic education. In the field of secondary education point 4 has provided the 
services of a leading American educator to serve on the Secondary Education 
Commission. The reports of this commission will be used by the Government of 
India as a basis for future development of secondary education. 

College and university development, $2,285,000 

Kstablishment of an exchange relationship between United States and Indian 
technical schools through contract with United States institutions to provide 
instructors, books, and laboratory equipment. 

Progress to date.—In response to India’s need for the development of technical 
education facilities, the United States is providing engineering professors and 
department heads to Indian technical institutions. Institutional exchange ar- 
rangements between United States and Indian schools have been established to 
strengthen curricula and to provide training facilities in the United States for 
qualified Indian students. Under the training program, grants have already been 
provided for 138 Indian nationals for study in the United States and 100 more 
grants are to be made by June 1953. 

Rural radio and audiovisual development, $1,410,000 

Strengthening of present facilities to reach mostly illiterate villages for literacy 
training and for dissemination of information in agriculture and health, espe 
cially in community-development areas 
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Progress to date——Under the audiovisual program, approximately 12 films on 
health, education, agriculture, and other topics have been prepared for use 
by United States and Indian technicians, and in the community development 
projects; two primers for use in the literacy program, numerous pamphlets, 
charts, posters, and other graphic materials have been prepared. A program to 
train Indians in the reparation of materials is being drawn up. 


Literacy training, $275,000 

Training materials and technicians to increase scope of literacy program. 

Road research, advice on transportation, communication, and power problems, 
$639,000. 

Specialists in government administration, $81,000. 

All of the above activities to be financed under the act for International 
Development. 


IV. OrneR TECHNICAL AND FINANCIAL PROGRAMS 
UNITED NATIONS 


For the United Nations and its specialized agencies, as well as for the United 
States, India is a country of paramount importance in technical cooperation 
programs. FAO is providing assistance to the Indian Government in such 
fields as village agricultural implement production, dairy farming, animal hus- 
bandry, agricultural statistics, forestry, deep-sea fishing, and veterinary science. 
In the field of health, WHO is assisting the Indian Government in the control of 
malaria, tuberculosis, and venereal diseases. WHO is also providing experts 
to teach in a number of Indian medical colleges. UNTAA is assisting in ship- 
yard expansion and in fertilizer production. UNESCO has focused ‘its efforts in 
India on scientific technology as a basis for the growing industry of India and is 
giving technical assistance to the Indian Institute of Technology. ILO is work- 
ing in the fields of industrial hygiene and safety, vocational training, and indus- 
trial relations. ICAO has experts working on aeronautical inspection and com- 
munications, and training. 


COLOMBO PLAN 


In addition to about $100 million of sterling balances released yearly by Great 
Britain, which India is using to finance a part of the cost of the 5-year plan, 
the Commonwealth countries pledged approximately $43.7 million under the Co- 
lombo plan to India’s development. Of this $28 million was pledged in the form 
of a grant from Canada, an estimated $15 million as a grant from Australia, and 
$700,000 from New Zealand. Colombo plan assistance is being used for food 
imports and to provide equipment for development projects in such fields as 
irrigation and power, transportation, and medical facilities development. 


NORWEGIAN GOVERN MENT 


In 1952 the Norwegian Parliament appropriated the equivalent of $1.5 million 
for foreign aid. he entire amount will be spent in India on fisheries and related 
community development. The Norwegian Government is now appealing to the 
Norwegian population to match the government appropriation with private 
donations which may double the project. 


PRIVATE ORGANIZATIONS 


Private United States and foreign agencies are carrying out related programs 
in education, health, public administration, and other fields. The Ford Founda- 
tion, for instance, with a program totaling $4% million is working jointly with 
TCA on a number of projects. Ford Foundation activities in India are particu- 
larly noteworthy in village-worker training—its major project so far—in pilot 
community projects, in a program of social education, in a project to strengthen 
Indian agricultural colleges and in a project to evaluate the whole community 
development program. The Rockefeller Foundation thus far has concentrated on 
public-health work, and it plans to expand its activities this year. Partially 
financed by TCA, the American Friends Service Committee has two training 
projects under way—an extensive community project in the Barpali section of 
Orissa, and an associated subproject in the Rasulia district of Madhya Pradesh. 
Many other United States and foreign private agencies have projects in India. 





eee ti 


Sethe 


} 











MUTUAL SECURITY ACT OF 1953 409 


INTERNATIONAL BANK 


Thus far, the International Bank for Reconstruction and Development has ex- 
tended five loans to India totaling $109.8 million for development purposes. The 
amounts, dates of authorization, and purposes of these loans are as follows: 

August 18, 1949: $34 million for railway rehabilitation. Reduced to $32.8 
million on May 16, 1950, at request of borrower. 

September 29, 1949: $10 million for importation of agricultural machinery. 
Reduced to $7.5 million on July 27, 1951, at request of borrower. 

April 18, 1950: $18.5 million for power development (Bokaro-Konar). 

December 19, 1952: $31.5 million to increase blast furnace and finished steel 
capacity. 

January 23, 1953: $19.5 million for power development (Damodar Valley). 

India has already laid plans to request additional loans up to the estimated 
limit of its capacity to service and repay dollar debts. 


C. BOLIVIA 
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Cc. BOLIVIA—Continued 


United States program cost, fiscal year 1954____---~- ; $1, 476, 500 
Estimated Bolivian contributioa So Ne pe <diicincs a GeO 
Number of United States technicians__-_~- Se RP Le Toe 56 
Number of training awards nbbtmilaeedsaclh SL Da cessing 27 


I. RESOURCES AND NEEDS 
NATURAL 


Bolivia occupies an area of 416,040 square miles—about the size of Texas, New 
York State, and Wyoming combined. Its arable land amounts to around 45 mil- 
lion acres, of which only 840,000 acres are under cultivation. It is the world's 
third most important producer of tin, with annual exports of 53,000 long tons, 
and one of the leading producers of tungsten. It is also a substantial producer 
of lead, zine, antimony, silver, and other metals. While its petroleum reserves 
are unproved, they may be very large. It has 128 million acres of forested land 
with about 2,000 forest types yielding various commercial products, such as cin 
chona and quebracho. The volume of saw timber is estimated at 256 million 
hoard-feet. The rubber yield is about 2,000 tons a year. 


HUMAN 


Bolivia’s population was estimated at 4 million in 1951, of which 70 percent 

as rural. Population is growing at the rate of 1.7 percent per annum and has 
a low density of only 9.6 per square mile. Few people live to a ripe old age; 
longevity is estimated between 35 and 38 years. Approximately 8 percent of 
the people are engaged in agriculture, 3.8 percent in mining, and 11.2 percent in 
other occupations. Per capita income is about $55 per year. Indians constitute 
Y} percent of the population and are highly concentrated in the highlands where 
living conditions have remained more or less static since the Spanish conquest. 
The illiteracy rate is high at SO percent. 


CAPITAL 


Bolivia’s national income in 1949 was $221 million, of which foreign trade and 
investment was responsible for over one-half. Its exports are overwhelmingly 
of minerals, tin alone being responsible for 70 percent. Its total exports in 1951 
were $151 million, of which $99 million consisted of exports to the United States: 
ts total imports amounted to $91 million, of which $39 million consisted of im 
ports from the United States. In 1951 Bolivia had an international balance-of 
payments surplus of $12 million. Since July 1, 1945, the Export-Import Bank 
has loaned $22 million, the greater part of which has been used to finance com 

etion of the Cochabamba-Santa Cruz Highway, while $3.5 million was invested 
in tungsten development. There are 6,500 miles of roads and 1,375 miles of 
single-track railroads. Total United States investment amounted to $57 million 
in December 1950. 

Il. GENERAL SITUATION 


The general standard of living in Bolivia is low. In spite of the fact that 
agriculture is the chief means of livelihood the country still has to import 
large quantities of food. Malnutrition, disease, and poor housing are prevalent, 
infant mortality is high. The economy of the country is dependent on the 
export of minerals for foreign exchange and Government revenue. The cost 
of mineral production is high, however, and mining sources now in use are 
being depleted. These two factors place Bolivia in an unfavorable competitive 
position and somewhat at the merey of forces beyond its control. It would 
appear that the principal hope of the country for improving its standard of 
living lies in its ability to increase agricultural production. 

A significant beginning has already been made to lessen Bolivia’s dependence 
on imported basie foodstuffs and to render the country less dependent on tin 
Major accomplishments of the United States technical-assistance program to 
date, however, bas been the work in sanitation and health in which a handful 
of United States technicians have both trained a substantial corps of Bolivians 
and have rendered actual medical services to Bolivians at the rate of approxi- 
mately 580,000 a year. This has contributed to the improvement of “human 
apital” and in so doing to the productivity of the nation. The work in educa- 





be: - hie a: 


« Seka 2 








: 


a2 ew 


MUTUAL SECURITY ACT OF 1953 41] 


tion and other tields, which has already achieved valuable results, will become 
increasingly meaningful as the basic problems of augmenting productivity are 
suecessfully overcome. 

Ill. Tur PrRoGRAM 


OBJECTIVES 


To assist the Government of Bolivia to 

1. Improve agricultural techniques and increase the amount of land under 
cultivation, particularly in the eastern lowlands. 

2. Raise the general level of health and thus increase the efficiency and 
productivity among all workers. 

3. Provide industrial and vocational training to develop skills now lacking 
in agriculture, industry, and transportation, and to improve rural elementary 
schools with a view to reducing the high rate of illiteracy. 

t. Provide technical assistance in public administration. 

5. Raise the level of technical competence and reduce high personnel turnover 
in public employment, 

6. Develop more marketable handicrafts by demonstrating methods of impro\ 
ing designs, processing, use of materials, and tools, 

7. Assist in developing adequate transportation facilities 

Ss. Pursue metallurgical research on the concentration and refining of low 

grade Bolivian tin ores and explore phosphate deposits for possible tie-in with 


agricultural development efforts. 
EFFECTIVE DATES OF MAJOR PROGRAMS 


Basic technical assistance agreement signed March 14, 1951 

\gricultural research, 19438, by OFAR, United States Department of Agriculture, 
supplemented in 1951 by development and extension, directed by the Institute 
of Inter-American Affairs 

Rubber research, 1951 

Health and sanitation, 1942 

Child welfare, 1950 

Housing, 1952 

Education, 1944 

Mineral research, 1947. 

Small industry, 1952 

Civil aviation, 1948 

Public administration, planned for fiscal year 1954 


FINANCING 


Contributions by Bolivia to all programs in fiscal year 1953 will approximate 
$1.8 million; the United States contribution, $1.3 million, the ratio of Bolivia's 
contribution to the agriculture servicio was $2 to $1 in fiscal year 1952 and 
will be greater in fiscal year 1953. In health and sanitation the ratio of $3 for 
Bolivia and $1 for the United States in fiscal year 1953. In education the ratio 
of $2 to $1 in fiscal year 1952 will be increased to more than $3 to $1 in fiseal 
year 19538. It is expected that these rates will be maintained or increased by 
the host government during fiscal year 1954 

Bolivia’s contribution to all programs in fiseal year 1954 is estimated to 
exceed $2.1 million, the United States contribution $1,476,500. In addition to cash, 
contributions in kind such as land, buildings, livestock, office space and facilities, 
local travel, and personnel aid are furnished by Bolivia 
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Agriculture, forestry, and fisheries 


lotal United States cost_...._ ~~~ ei! $535, 000 
United States technicians___~~- a SRE ERC TY 21 
Number of training awards ; d= : 8 


Objectives: To increase the quantity and quality of agricultural production in 
Bolivia to satisfy domestic food needs. United States technicians will cooperate 
with the Ministry of Agriculture in the development of trained Bolivian techni- 
cians Who will become a part of an improved agricultural extension service with 
its supporting programs for research and experimentation. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


(gricultural extension 

Continued technical assistance in improvement and expansion of the National 
Agricultural Extension Service, involving organization and methods to bring 
information on better agricultural and home practices to the farmers, accom- 
plished through on-the-job advice and training of nationals in the above activities. 

Progress to date.—Regional departmental extension offices established at 
La Paz, Cochabamba, Santa Cruz, and Sucre, which supervise the work of 
18 provincial offices, manned by 24 national extension workers who were trained 
hy United States technicians at the regional extension and research centers. 
During 1952 extension agents made nearly 3,000 farm visits, held over 1,000 
meetings with a total attendance of more than 25,000 persons. In addition, they 
made many radio talks, published hundreds of newspaper articles and distrib- 
uted nearly 3,000 bulletins. Demonstrations of improved cultural methods have 
reduced production costs. Several tons of Cuban yellow corn seed were dis- 
tributed during 1952, far less than the demand. This new variety yields twice 
as much corn per unit area as the local varieties formerly used. Distribution 
of improved wheat seed and fertilizer demonstrations have resulted in increased 
production. 


Agricultural research 

Continued technical assistance in the improvement of the country’s agricul- 
tural research program. To consist of United States technicians working with 
national technicians on experimentation needed to solve major agricultural prob- 
lems, such as introduction of improved varieties of plants and breeds of animals, 
better methods of cultivation, developing new varieties, adapting of United States 
methods to local conditions, plant and animal breeding; work on green manures 
and fertilizers, and control of insects and disease. Work to be conducted at the 
three regional experiment stations in Belem, Cochabamba, and Saavedra. Prin- 
cipal studies on potatoes, quinoa, wheat, corn, pasture and forage plants; beef 
and dairy cattle, sheep and alpaca. 

Progress to date.—Experiments with fertilizers have doubled the yield of many 
crops. Phosphate treatment of pastures has increased weight of cattle and milk 
production, Introduction of purebred strains of cattle have demonstrated possi- 
bilities for increased production. White worm infestation of potatoes dropped 
from 30 percent to 2 percent, as a result of experimenal work. 


Livestock improvement 

Continued assistance to the stockmen of the three principal regions—on im- 
proved nutrition, sanitation and management; importation of purebred sires, 
improvement and expansion of artificial insemination practices. 

Progress to date.—A complete physical plant for animal experimentation work 
was planned anad constructed at the Cochabamba station. Work was started on 
nutrition, sanitation, and breeding problems with dairy cattle and sheep. Sev- 
eral purebred dairy sires were imported. A survey of beef cattle production 
resources was made in the Beni and Reyes areas of East Bolivia and several 
hundred Brahman bulls were imported to increase insect and disease resistance 
of cattle in that area. 


Soil and water conservation 

United States technicians to work with nationals on irrigation and salinity 
problems in the inter-mountain regions, soil erosion and conservation on the 
Andean Plateu. Work centered at the Cochabamba and Belem experiment 
stations. 
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Progress to date.—An agricultural engineer is working on irrigation and sa- 
linity problems in the Cochabamba Valley. Progress has been made on improve- 
ment of irrigation systems and control of salinity in that and other inter-moun- 
tain valleyes. A small forest nursery was established at the Cochabamba sta- 
tion to determine better nursery and planting practices and suitability of new 
species. 


Farm machinery demonstration 


Establishment and operation of a farm machinery center in the eastern tropical 
lowlands (the Oriente) near Santa Cruz to adapt and demonstrate the use of 
agricultural machinery by training in care and operation. 

Progress to date-—A demonstration center was selected near Montero, im- 
portation of machinery started, and operating plans drawn up. 


Rubber 

Continued work on development of high yielding disease resistant plants, pro- 
duction of nursery stock and clones for distribution. 

Progress to date-——A small rubber tree nursery was established, high yielding 
and disease resistant clones were imported, and production of budded trees 
started. 


Training 
Training of technicians both locally and abroad in all fields of agriculture. 
Progress to date.—Nine Bolivians have received training in agricultural exten- 
sion, crop production, veterinary science, home economics, etc., since September 
1952. Six additional trainees are expected to participate in similar programs 
before the close of fiscal year 1953. 


Health and sanitation 


a eaietieeatermen capsemernenineenirennt $367, 300 
Number Gf Usted Biktes Tecnmiaene. nw cece eee nee 10 
Number of United States training awards_._.__....----_...--._._____ 8 


Objective: To assist the Ministry of Health of Bolivia in its programs to im- 
prove the general level of health by increasing medical facilities; by providing 
demonstration projects in water supply, housing, social welfare, industrial hy- 
giene ; by expanding health education activities on a countrywide basis; by train- 
ing professionals and nonprofessionals in public health activities. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 
Medical 


The control of communicable and other diseases through the operation of 
health facilities, countrywide immunization campaigns, and environmental sani- 
tation measures. Plans are under way to assist in providing health centers for 
two of the country’s departments which at present lack these health facilities. 
Health centers are now in operation in 7 of the country’s 9 departments. All 
programs emphasize prevention as being the least costly and most effective way 
to combat disease. Improvement of the government’s industrial hygiene pro- 
gram is actively assisted. Health education activities are carried out in the 
fields of prenatal and infant care, preschool and school-age care, nutrition and 
preparation of foods, and correspondence courses for school teachers and 
students. 

Progress to date.—Through the operation of 10 health centers, 3 dispensaries, 
and 3 mobile units serving annually a total of 580,216 persons, the health 
program has made progress in reducing malaria, typhus, typhoid, and intestinal 
diseases. Modern industrial safety and hygiene laws have been enacted and are 
slowly being put into practice. A total of 1,186 students and teachers have en- 
rolled for the correspondence course in health education. During fiscal year 
1952, 180 exhibitions of health education films had an attendance of 64,169 per- 
sons. Distribution of magazines’ health pages, posters, and pamphlets totaled 
12,960 during a 12-month period. A health education film entitled “Insects That 
Transmit Disease” was recently translated into Quechua, and to date has been 
exhibited in 3 towns to a total audience of 1,500. 


Environmental sanitation 


The engineering division provides technical assistance in planning and design- 
ing demonstration projects in water supply and sewerage disposal systems. 
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In addition it provides facilities for making engineering studies, surveys, archi- 
tectural designs, and cost estimates for health projects. 

Progress to date.—Two demonstration water supply systems have been com- 
pleted and one is now under construction. A total of 22 surveys and designs 
have been made for water supply and sewerage systems, health centers, hos- 
pitals, and other public-health institutions. Technical assistance has been given 
to municipalities and normal schools in construction of water supply systems 
and installation of chlorinating equipment. 


Training 

The training of professional workers both locally and abroad so that a nucleus 
of competent technicians in each specialty will be available to operate the health 
program, eventually without United States technical assistance. 

Progress to date.—A total of 58 physicians, dentists, nurses, sanitary engineers, 
laboratory technicians, industrial hygienists, health educators, and social work- 
ers have received training in the United States since the beginning of the program 
in 1942. Ten local courses in public health for professionals and nonprofessionals 
have been completed. 


Housing and Social Welfare 


Demonstration of low-cost housing (methods of construction and use of local 
materials), studies to determine a cheaper method of production and grants 
for training abroad in this field. Plans are also under way to assist in the im- 
provement of the government’s social welfare programs. 

Progress to date.—A total of 88 projects have been completed and 16 of these 
have been turned over to responsible government agencies and are being operated 
by personnel trained in the Cooperative Health Service. The transferred activi- 
ties include construction and operation of 3 hospitals, 3 dispensaries, 3 health 
centers, 3 laboratories. The first sanitary engineering laboratory in Bolivia was 
constructed and equipped by the cooperative health service. 


Education 
Tote Vaiss Ciatet Obeid sme chliapstoabeltcn $354, UOU 
Number of United States technicians____._.__._-__- btn iacias, alee. 12 
Nene crease SWards........ ns tel eee ei 6 


Objective: To improve rural life in Bolivia, especially among the Indians of 
the high Sierra and Altiplano; to develop agriculture in the underpopulated 
bread-basket area, the eastern lowlands around Santa Cruz; to provide train- 
ing in urban centers in industrial education. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Elementary education 

United States technicians working with Bolivian educators have responsibility 
for the large teacher-training center at Warisata on Lake Titicaca. There, pro- 
spective teachers are being trained to provide more functional education for the 
basic needs of the Indians in that region: health education, subsistence agri- 
culture, home improvement, handicrafts, and the three R’s. The program also 
assists more than 60 elementary schools of the region where school gardening 
is stressed as well as general community activities of the adult population. 

Progress to date—Three rural normal schools have been improved; two of 
them provided repairs and new construction. More than 1,000 rural schools were 
reorganized into 52 groups with a director and 3 supervisors trained and 
established to direct the teaching personnel in each group. Rote learning has 
been replaced by modern methods. Thousands of children have been organized 
into 4-H Clubs. Many school gardens have been established. Health units and 
first-aid instruction have been established in many schools. 


Vocational education 


The program provides continued improvement of the only vocational industrial 
school in Bolivia, the Pedro Domingo Murillo School at La Paz, as well as in- 
dustrial education in other cities such as Cochabamba, Oruru, Sucre, ete. 

Progress to date.—Industrial education has been promoted by means of set- 
ting up improved shops and laboratories, the acquisition of better equipment, the 
writing of study outlines and job sheets, and the whole industrial education 
program has been correlated with the needs of industry itself. 
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Training 
The program provides for both inservice training and training abroad of 


nationals. 

Progress to date.——Twenty-four trainees in education had completed their 
training and returned by December 1952. Twenty of them are now holding 
positions of responsibility in Bolivian institutions. 


Natural resources 


eek: Dente en WE nk in ein bk i Ba dee el smi Ga OO 
Nesebor af United Staten technimieng yok nc cettnnntnwenenmmecnner 8 
I Is CUES nh dea ertin teen tseabinbenritviareniaeie 0 


Objective: To assist Bolivia in the development of its mineral resources. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Mineral development 

(a) Metallurgical research on the concentration of low-grade Bolivian tin 
ores. 

(b) Exploration of phosphate deposits which will support agricultural de- 
velopment efforts. 

(c) Studies of the feasibility of developing a phosphate fertilizer industry 
will be explored. 

Progress to date-——As a result of research and testing work on Bolivian tin 
ores at two laboratories in the United States, progress has been made in develop- 
ing a new method of refining low-grade tin ores and tailings. 


Industry and trade 


‘ene ren Wea ree Aa aa. 2 al dt ics . $87, 400 
Number of United States technicians__._._.___._...._--.___ Fis hls das 2 
ee Oe Ce I in ciineer tideniltn thin itintennemtiinnatinn wie seen aatink 1 


Objective: To assist the Government of Bolivia in increasing its industrial 
production through the introduction of improved methods and modern tech- 
niques; to assist in encouraging increased private investment of United States 
and local capital in industry development. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Industrial development and handicrafts 

To assist in the development of improved and more marketable handicraft 
products by demonstrating improvements in design, processing, use of materials 
and tools, and marketing. 

Progress to date.—Program arrangements in process. 

Formulation of program providing a second technician to advise in the over- 
all industries and investment field including a grant of $50,000 to be matched 
by the Bolivian Government for the establishment of a Productivity Servicio for 
small- and medium-sized mining and manufacturing industries. 

Assistance in encouraging and aiding local interest to find private United 
States capital for industry development and in aiding United States investors 
to locate opportunities for investment. This assistance is to be continued on an 
increased scale for fiscal year 1954. 


Transportation and communications 


Dentianl . Tims GC: I COG cilia hh cetbilltilercleendsieichincnnsenis $53, 300 
Number of United States technicians............-......--......-.... 2 
Neibeh OF CeRieg, CW iii ike ainnicd itd ldeibintileiliertalilinpigamecicabistin + 


Objective: To assist the Government of Bolivia in developing a transportation 
system to facilitate the economic development of the country and to provide 
technicians to assist in the construction and maintenance of roads and highways. 


MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Civil aviation 

Assistance in developing adequate air transportation facilities. Surveys fol- 
lowed by recommendations for improving existing airports and construction of 
new ones and for installing an aeronautical communications system. Day-by-day 
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technical advice to aviation authorities on problems of certification of aircrafts 
and airmen, maintenance of safety standards, and development of training pro- 


of § crams. Inservice training and provision of grants for training abroad. 

Progress to date.—Eighteen airport sites surveyed by CAA technicians and 
ir contracts for construction of a number of them being negotiated with United 
1s States firms by the Bolivian Government. 


Highways 
Assistance in establishing a training school for operators and mechanics of 


0) road building and maintenance machinery, and advising the Bolivian Govern- 
8 ment on road development projects. 
0 Progress to date.—Arrangements now in process for a road assistance program 


including an operators and mechanics school based on the pilot school operation 
conducted there several years ago. 


Public administration 


Total United States costae... 2. is -<.-si..-- sna dah aiid hicks $12, 500 
n Number of United States technicians_____~~- ee ee 1 
UGERIR Chk CUR RIRII CEO oars init etce eneeuenmmenne 0 
= Objective: To assist certain agencies of the Government of Bolivia in the 


development of sound administrative practices. 
MAJOR ACTIVITIES IN FISCAL YEAR 1954 


Public administration development 

This new program planned for fiscal year 1954 has as fits goal the development 
of a nucleus of competent public and government servants in Ministries having 
jurisdiction over cooperative servicios. 
) Progress to date-——Survey made by the United States Public Administration 


) Consultant to Chile serving as a basis for the development of a sound program 
for Bolivia. Personnel turnover in public employment has been high except in 

: the cooperative programs which have trained many of their employees. 
Training 

The Public Administration Consultant will assist in organizing inservice train- 


ing programs. 
TRAINING 
(United States costs included in each field of activity) 
Major activities 


Awards for training in the United States or third countries made as of March 
81, 1953, under the fiscal year 1952 and 1953 programs are as follows: 


Fiscal year 1952: Fiscal year 1953: 

Agriculture_____— nisnenniaepicdiia 8 Agriculture_ ania 
Health_____- <eciinehiamen tiie 7 Health. __-_ aera = 3 
Education __ pagar beta 9 Education Bisccans 
Natural resources_._...- ~~ Natural resources ‘ Mi 5 
Industry and labor__..__-_- Industry and labor___----_- 
Publie administration... _- Public administration__...—- 
Transporation.._......_- 7 Transporation_ 5 dhe 

Tee 7 sonal 31 Total sisi baie cht 8 


Progress to date-—The 168 trainees having completed training (most of them 
in the United States but a few in other Latin American countries) were dis- 
tributed on December 31, 1952, as follows: Civil Aviation 75: Health and Sani- 
tation 56; Education 24; and Agriculture 13. Of these 168 returned trainees, 
112 are now employed by Bolivian institutions in the fields in which they were 
trained ; 28 are working either in other countries or in fields other than those in 
which they were trained; 13 are self-employed in the fields in which they were 
trained ; 8 are employed in fields not known; and 7 are deceased. 

Examples of positions now held by returned trainees are: 

Civil aviation: 
Director of Protocol, Ministry of Foreign Affairs 
Commanding officer, Army Air Force 
4 Chief, Military Air Transport 
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Chief inspector, DGAC (Director General Civil Aviation) 
Air Force attaché, Bolivian Embassy, Washington 
Legal adviser, DGAC 
Chief of Personnel, Bolivian Air Force 
Education : 
Inspector General Secondary Education, Ministry of Education 
Coordinator of International Educational Relations, Ministry of Education 
President of Committee of Industrial Education 
8-supervisors of rural education—SCIDE (Servicio) 
Codirector of rural education—SCIDB 
Agriculture: 
12 directors and chiefs of departments—SCIPA Agricultural Servicio 
Health and sanitation: 
Chief Medical Planning Division SCISP (Servicio) 
Administrator General SCISP 
2-doctors, Ministry of Health, 
Doctor of Industrial Hygiene, Social Security Agency 
8 doctors, SCISP 


V. Orner TECHNICAL ASSISTANCE PROGRAMS 


UNITED NATIONS 


In 1951 the U. N.-TAA undertook a pioneer experiment in technical assistance. 
In order to promote internal governmental development and administration, 
Bolivia requested the services of 10 administrative assistants, each responsible 
for administrative reorganization and practices within the Bolivian Government 
ministries primarily concerned with various phases of economic development. 
Since the recent change in the Bolivian Government, the special status of these 
experts has changed. They are now rendering technical assistance in the ordi- 
nary manner without administrative responsibilities in the ministries concerned. 
U. N.-TAA recently sent a mining specialist to Bolivia who has had extensive ex- 
perience in tin production to advise the government on the possibilities of smelt- 
ing tin. Mining production and mining costs are likewise fields in which U. N.- 
TAA is assisting. Oil development is another field in which a U. N.-TAA expert 
is employed. If Bolivia is to develop economically and industrially, its roads 
must be improved. To this end U. N.-TAA has sent a highway engineer to the 
country. WHO has provided public health experts and nurses who are working 
with the government to eradicate typhus and yellow fever. A consultant direc- 
tor of nurses and a consultant medical director have been provided by the WHO 
to help organize necessary services in the Children’s Hospital in La Paz. 
UNESCO is working in the field of rural education. 

There is close coordination of the activities of TCA and U. N. in Bolivia. 
Joint meetings are held at regular intervals. Ad hoc meetings to cope with 
special problems also take place. 


ORGANIZATION OF AMERICAN STATES 


Bolivia has expressed the intention to participate in OAS projects as follows: 
Training center in economic and financial statistics ; training center for directors 
of the cooperative movement; inter-American housing center; inter-American 
center for the evaluation of natural resources ; workshops on the administration 
of children’s services; provision of training and consultant services through 
establishment of Pan American Aftosa Center. 


ROCKEFELLER FOUNDATION 


Activities in health since. 1932, will terminate in March with withdrawal of 
their representative. The Foundation worked through the division of rural 
endemic diseases of the Ministry of Health. 


RELIGIOUS AND OTHER ORGANIZATIONS 


Education: 71 primary schools, 1 high school, 1 college, and 1 normal school: 
Staffs include 122 United States teachers. 

Health: 4 hospitals, 1 sanatorium, 1 dispensary, and 2 clinics: Staffs include 
19 United States doctors and nurses. 

Agriculture: 5 training farms with social centers: Staffed by 6 United States 
priests. 
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AMOUNT OF TECHNICAL ASSISTANCE 


Mr. Anprews. Then, if the committee will permit me, I would like 
to address myself specifically to the technical assistance side of this 
thing or that side of the appropriation which I am directly responsi- 
ble for and administer. 

The special economic aid in Pakistan and in India will be discussed 
by Mr. Volver the Middle East, of course, here by Mr. Gardiner, 
and as you recall, last year this program had $150 million. In other 
words, in 1953 the technical assistance program had $150,540,300. Of 
that sum $141 million went to the technical cooperation administra- 
tion. There were $8 million to the United Nations multilateral pro- 
gram, and $1 million to the Organization of American States. 

Now, our operations in 1953 covered 35 countries of the world with 
a population of approximately 800 million, or almost two-thirds of 
the free world, which is the area that this technical assistance is going 
on in. 

Senator Frreuson. Can you transfer this money to the United 
Nations program ¢ 

Mr. Anprews. We only, on the order of the State Department— 
yes, sir. We transferred the $8 million, or whatever it was. 

* Senator Frrevson. Could you do that under the wording of the 
act ? 

Mr. Anprews. Yes, sir. 

Mr. Woop. Mr. Chairman, may I make a statement ? 

Mr. Anprews. We do not do that 

Mr. Woop. I think Mr. Andrews misunderstood the purport of 
that question. 

There is in this bill a separate, specific request for funds for—— 

Mr. ANprews. That is right. 

Mr. Woop (continuing). United Nations technical assistance, and 
things of that sort, 

Senator Frravson. But I was asking another question. 

Mr. Woop. There is no authority for a transfer of these other funds 
of which Mr. Andrews is speaking into the United Nations organiza- 
tion. 

Mr. Anprews. No. In this year, 1954, under this title, we are ask- 
ing for $130,984,500 for the technical assistance program, includ- 
ing 

Senator Frreuson. I wonder whether we could get the separation 
of the technical assistance, so far as advice and engineering or chemical 
or whatever it is, and the amount of the material that is furnished ? 

Mr. ANnprews. Yes, sir. I can put it in the record. I was going 
to come to that on the ratio. We have a ratio of materiel to people 
in which the Congress pretty well laid down last year we should not 
exceed. In other words, the directive, while it was not a complete di- 
rective, it was implied that we should not supply materiel in excess 
of 4 to 1—of $4 in materiel for $1 for technicians. 

Senator Green. You are speaking of people to whom you give the 
aid. Is that the idea? 

Mr. Anprews. Sir? 

Senator Green. When you say people, do you mean people to whom 
you give aid, and not the people who are operating the program ? 

Mr. Anprews. I am talking about technicians, the technicians. 











420 MUTUAL SECURITY ACT OF 1953 





In other words, we spend $1 for technicians, American technicians 
abroad, for each $4 that are used to back them up, although our ratio 
is not so high. 





REDUCTION IN REQUEST FOR FUNDS 


This year the technical assistance, the straight technical assistance 
aid, is $117 million we are asking for; the multilateral side, the United 
Nations multilateral technical assistance, is $12,750,000, and the Or 
ganization of American States, $1 million. 

The point I should emphasize is, and the point is that we are asking 
for less money, considerably less money, this year than we had last 
year, although we have the same amount of countries and, I think, 
just as big problems. 

Now, in this title also, of course, are also two countries, Siam— 

Senator Green. May I interrupt to ask a question there? 

Why do you ask for less if your problem is just as great now as it 
was / 

Mr. Anprews. Well, for two things: One is that this amount of 
money is about all we can wisely spend i in technicians and in materials 
to back them up at the present rate our programs are going, and at the 
present acceptance ‘und the speed with which the other countries are 
putting up money, and their efforts along with us. 

As you well know, sir, and you were one of the persons who bore 
down on this point last year, we have the so-called fair-share provision, 
in which they must kick ina good deal of money themselves and effort, 
wherever possible, and we also found that we must not try to do these 
things for them. We must try to help them, and there are conditions 
which dey elop, and you can only move so fast as that. 

I hate to say it, but there is certainly a degree, certainly a speed, 
beyond which you ‘cannot go in introducing technical things and trying 
to drive these things too fast. They just simply will not go too fast. 

Senator Green. Then, the natural tendency is less and less as the 
years go by? 

Mr. Anprews. I would like to hope that. I do not know that I 
will be around by that time, but I certainly would like to hope; cer- 
tainly on the technical assistance side. I am not discussing the eco- 

1omic side of it at all, but even on this material side, I am hoping that 
that feature will go down because a lot of times you have to see ex- 
penditures to start something; after you get it started the country will 
go along with it. 

Senator Green. You are not only hoping it will go down, you are 
expecting it to go down; is that right? 

Mr. Anprews. That would be my version, sir, but I may be a little 
overoptimistic, I do not know. 

Senator MansrFrerp. Is that not the purpose of the program ? 

Mr. Anprews. Yes, sir. 

Senator Mansriexp. Is this not based on the inter-American pro- 
gram which has been in effect for 15 years ? 

Mr. Anprews. Yes, sir. 

Senator Mansrrexp. Is it not the purpose that, year by year, we are to 
put in less and less and the other government more and more, and 
eventually we are to get out? 

Mr. Anprews. That is right. 
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Senator MAnsFiexp. I hope it is. 

Mr. ANprews. Well, sir, if we do not do it that way, well, I should 
not say this, but I think we are suckers if we do not, but that is neither 
here nor there. 


ECONOMIC AID FOR PAKISTAN 


The economic aid we spoke about here for Pakistan is—I will just 
pass over that to say that our Government feels that in certain critical 
areas it is going to be necessary, because of the tension, because of 
political problems there, to go beyond the normal technical assistance 
in making an impact on this country, and I will say this: In most in- 
stances this economic aid will help speed up, sir, the technical assistance 
program, but it does not necessarily mean that you have to have it to 
carry on the technical assistance program. 

Senator Green. How are they going to reverse this water problem? 

Mr. Anprews. Sir? 

Senator Green. How were they going to deal with this water 
problem ? 

Mr. Anprews. The water problem ? 

Senator GREEN. Yes; what is going to be done if that problem 
continues ? 

Mr. Anprews. Are you referring to the India-Pakistan problem on 
the Indus Basin ? 

Senator GREEN. Yes, sir. 


WATER PROBLEM AND IRRIGATION SYSTEM 


Mr. Anprews. Sir, there are two phases on that. Of course, there is 
a political phase on which the Indians and the Pakistans are arguing 
over certain water rights and flow rights. 

There is another very serious feature to the water problem, and that 
is that some of the weaknesses of the irrigation system that were intro- 
duced in the area 30 years ago are coming home to roost, and the land 
is salting up, and you could lose almost the entire basin in Pakistan 
if this trend is not stopped. One of the programs that we have on here 
is during this coming year a demonstration on how to desalt this land. 

Senator Tarr. Is it wells, or does it come from the river? 

Mr. Anprews. The water comes from the rivers, but you are going 
to have to use wells to wash the salt out. 

But the wells, you go down into deeper stratas, pump the water 
out, and is soaks it down through there, and soaks the water back into 
the lower levels. It is a very technical thing. 

Senator Tarr. I never heard of a river salting up. 

Mr. Anprews. Well, the irrigation, sir—you see, what happened is, 
you have down in that part of the world gigantic irrigation ditches, 
and you have no drainage ditches, so for 30 years this water has been 
going out all over the soil soaking out through to the hard pan, and 
the water level has been rising, and as the water level rises that makes 
more of the salt come up. 

Part of our program through this year is a demonstration of de- 
salting which we hope, sir, will work out, and if this does work out, a 
part of the economic aid that is planned for Pakistan in the 1954 pro- 
gram is to expand this desalting process. 
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Now, we have tackled this program ourselves in the Salinas River 
Basin in California; we have attacked it here in Utah, and we have the 
people who whipped that job in America out there on that job now, 
and there is a program moving and starting, and just to make it frank, 
Pakistan is losing 30,000 acres of land a year to salting up, and they 
just cannot stand that at that rate. That has got to be changed. 


DIVERSION OF THE WATERS OF THE INDUS RIVER 


Senator Green. You cannot turn aside the question of the river of 
the Indus by saying it is a political question. They would die of that 
just as well as of the other. 

Mr. Anprews. Well, I would say I was thinking about the squabble 
that is going on, sir, between India and Pakistan over alleged diver- 
sion 

Senator Green. Yes. 

Mr. Anprews (continuing). Of the Indus tributaries within India. 

I honestly think right at this moment that probably that is more 
imagination than actual hurt, but if—— 

Senator Green. Do you mean it is not diverted ? 

Mr. Anprews. Yes. If India does go ahead with her plans, it is 
possible that there will be a lot of diversion. 

Senator Green. Then things will be worse. 

Mr. Anprews. Yes, sir. But there again I am not speaking as an 
expert. All I know is what the people out there tell me, and the en- 
gineers we have had out looking at it. 

I will say we obviously cannot get too mixed up with that, but the 
International Bank does have engineers out there studying the prob- 
lem right there. 

Senator Hickentoorrr. Who paid for this water system 30 years 
ago? 

Mr. Anprews. The British, sir, paid for it out of Pakistan earnings. 

Senator Mansrreip, How much is being allowed for each country? 
I cannot seem to find it on this chart here. 

Mr. Anprews. You mean India? 

Senator Mansrretp. India-Pakistan is what we are talking about, is 
it not? 

Mr. Anprews. Yes, sir. The economic aid to India, about $80 
million, and Pakistan about $1414 million. 

On straight technical assistance, India $30 million, and Pakistan 
about $13 million. 

Senator HickENLOOPER. May I ask, is it heresy to suggest that what 
improvements we put in over there might some day be paid for out of 
their future earnings, or is it 








ECONOMIC CONDITIONS IN INDIA AND PAKISTAN 


Mr. Anprews. Sir, I am going to have to let the economist and the 
fiscal people argue that one; that is clear beyond me. I would say 
it could be reasonable, but you have got to think about the ability of 
the country to pay. 

It is astounding what can happen. Less than 2 years ago Pakistan 
was shipping wheat and rice out of the country up to as high as 300,000 
tons. Here they are right now faced with about a million-ton deficit, 
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maybe a million-and-a-half-ton deficit, and that whole economy there 
has really gone into a tailspin. 

Senator HickEentooper. Well, have they not had a drought there? 

Mr. Anprews. Sir, they have had a drought, but the drought is not 
the whole story. 

The Cuarrman. What is the story? 

Mr. Anprews. The Indus and Ganges Valleys in Pakistan are salt- 
ing up, and lands are going out of production. Due to the drought 
there is a reduction of the flow from the monsoon area up in India on 
the Indus and the Ganges coming down. You see, their irrigation 
system is built on a river-level system; in other words, you have your 
ditches there, and when the water rises, the water goes into the ditches 
and if you do not have as high a flow of the Indus Basin as norm: al, 
you simply have less water and less pressure behind your water to go 
into the ditches. 

Senator Mansrretp. What did you say the deficit was for Pakistan? 

Mr. Anprews. Sir? 

Senator Mansrtecp. What was the deficit ? 

Mr. Anprews. From a million to a million and a half tons this year 

Senator Mansrretp. What is it in India? 

Mr. Anprews. India is in good shape this year, I might say, from a 
crop standpoint the deficit in India is somewhere between three and 
five million tons. 

India is making some pretty substantial progress in correcting her 
own problems. India has had a very good rice crop this year; they 
have had a very good millet crop and a good bean crop, and a reason- 
ably good wheat crop, so the Indian food situation is relatively good 
this year 

Senator Mansrietp. Could you give this committee the difference 
in area and population between those two countries, roughly ? 

Mr. Anprews. I can give you the difference in population offhand, 
but I eannot do it on the area. I have got it here in this blue book 
and, by the way, is the blue book before the committee ? 

The Indian population is about 360 million, and that of Pakistan 
is about 76 million. 

Senator MansFtetp. Does that include the part in the east? 

Mr. Anprews. That is right. 

The Cuamman. How much is Kashmir? 

Mr. Anprews. Kashmir is neither India nor Pakistan. 

The CuHatrman. That is why I asked. What is the population 
of Kashmir? 

Mr. Anprews. We will have to check than one. I think about 
7 million, is it not—about 4 million. 

Shall I proceed, sir? 

Senator Mansrretp. As soon as you get the difference in the area. 

Mr. Anperws. I am sorry. 

Senator MansFrerp. Just a rough idea. 

Mr. Anprews. We have got it all in this blue book here. 

Mr. Woop. The area of India, according to this data laid before 
you, is 1,220,000 square miles. Does that sound about right ? 

Mr. Garpiner. Yes. The area of Pakistan is 365,000 square miles, 

Mr. Woop. And the Indian population in 1952 was 360 million. 
Have you got the Pakistan figure? 

Mr. Garprner. Seventy-six million. 
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DIVERSION OF WATERS OF THE INDUS 


Senator Green. I understood you to say that India was planning 
this additional diversion of water of the Indus and had yet to put it 
into effect, is that correct ? 

Mr. Anprews. Sir, India has some gigantic dams and irrigation 
projects on 

Senator Green. Have they begun them ¢ 

Mr. Anprews. Yes; they are working on it; yes. It was begun 
before partition. But to the extent that this would be done, the 
experts will certainly have to say, but I have been told that if the 
Indian plan is completely consummated it will divert more of the 

water. At the present time there is kind of an agreement between 
India and Pakistan on the amount of the flow of each of those rivers 
they will take. Of course, there are all kinds of arguments, and when 
you get an Indian or a Pakistani discussing it, they are completely 
unreasonable. It is a matter that engineers have got to sit down and 
work out. 

Senator Green. When is it planned to turn on the water ? 

Mr. Anprews. Sir? 

Senator Green. When is it planned to turn on the water in this 
project ? 

Mr. Anprews. On the surrounding dry area there. 

Senator Green. When will it begin to utilize the water? 

Mr. Anprews. Well, part of this business is extended over a 10-year 
period. 

Senator Green. Did you say 10 years from now ? 

Mr. Anprews. I would not say; it is about 1956 or 1958. There are 
a whole series of dams. One of the big dams they are building is this 
Hirakud at Orissa. There are all sorts of dams. 

Senator Green. My question is when will they begin to divert the 
water? That will affect our appropriations for next year, perhaps. 

Mr. Anprews. I will have to ask our State Department or someone 
who really knows, because the picture that they give me is anywhere 
from 2 to 10 years when this thing will be « -ompleted, and a lot depends 
on the 5-year plan, and how much money they have got to spend and 
how fast they can press the work. 

Senator Mansriexp. Is that not part of your outfit? It is not the 
State Department; it is your agency. 

Mr. Anprews. Well, I will say this, sir, because of this water dis- 
pute, and because of this we are not putting any technicians in this 
area to help on those dams, on waters in dispute, in that irrigation. 

Mr. Woop. Senator Green. 

Senator Green. It is either India or Pakistan. Is that the idea? 

Mr. Anprews. In that particular area. 

Senator Green. Now, I am getting to the point: If this project 
is going to be built, and if it is going to be diverting more water from 
the Indus and, therefore, from Pakistan, will it not alter our plans 
for the technical meeting of the problem in Pakistan ? 

Mr. Anprew. All the | plans I can say are that we are working with 
the Pakistan Government to demonstrate the value of this well system 
I am counting on, one, to wash out the existing salt; second, as an 
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additional supply of water on that area at the critical time of the 
year, when the Indus is the lowest. 

Senator Green. Yes; but are you working out plans as to what to 
do when they do begin to divert the water of the Indus into the State 
of India proper ? 

Mr. Anprews. Yes, sir. 

Mr. Woop. Senator Green, I am informed that it will be 4 or 5 
years at the earliest before any substantial diversion will take place. 

Mr. Loftus is here, and he can tell you about it. 

Senator Green. That is what I have been trying to find out, but I 
am told it was next year 

Mr. Anprews. I am not able to tell you that. 


SHARING THE WATERS OF THE INDIES 


Mr. Woop. When we come to India, Mr. Loftus can give you the 
answers in great detail as to these questions, and we wilou him on 
the stand at that point, if that would suit you, sir. 

Senator GREEN. Thank you, sir. 

Mr. Anprews. I would continue now and mention—— 

Senator Ferauson. May I ask one question, Mr. Chairman? Has 
not India threatened at times to take all of the water and prohibit 
Pakistan from using any of this water ? 

Mr. Anprews. Not that I know of, and I know that it would be an 
idle threat because they cannot. ‘The monsoon throws so much water 
into these rivers that there is no dam system that will hold it back. 
You have got a certain amount of water that will go down into 
Pakistan. They can talk about it, but they cannot do it. 

Senator Frereuson. Have they not threatened at times to do it? 

Mr. Anprews. Well, some of the loud political talk. 

Senator Fercuson. When Senator Green and I were there, that was 
one of the problems. 

Mr. Anprews. That is exactly true. 

Senator Mansriep. Is it not true that these rivers rise in Tibet 
and elsewhere, so that they go through India first; none of them go 
into Pakistan ? 

Mr. Anprews. They go into Pakistan later. 

Senator Mansrievp. Oh, yes, but India really has control. 

Mr. Anprews. None of them rise in Pakistan. The five great 
rivers that supply Pakistan with water all rise in other areas. 

Senator SparkMAN. I suppose, though, that they are certainly fed, 
in part, from watersheds in Pakistan, are they not? 

Mr. Anprews. Oh, yes; that is right. 

Mr. Woop. Shall we go ahead with the general statement of Mr. 
Andrews now, Mr. Chairman? If you wish, we have Mr. Loftus who 

can go into India now, if you are interested, but I thought it might 
be well to get the general overall picture first, and then go into the 
details area by area and country by country, but we will do just as 
you wish. 
ACCOMPLISHMENTS OF TCA PROGRAMS 


The Crarrman. In reference to an overall proposition, I suggest 
that the technical assistance progress has been in ope ration now 
for 3 years, and that you supply the committee with statistics show- 
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ing what has been accomplished in the way of additional acreage 
under irrigation, sanitation program, increased agricultural produc- 
tion, and other measurable achievements. That will put down in 
an exhibit on one sheet something that one could easily understand. 

Do you see what I mean ? 

Mr. Anprews. I see that, sir. But you know, I assume the Sena- 
tor understands that anything of that kind would be an estimate. I 
would have to tell you that, to be honest with you, because you can- 
not just measure every little old area. 

The Cuarrman. I understand; it is an approximation. 

Mr. Anprews. Yes. 

(The following information was furnished :) 


ACCOMPLISHMENTS OF TECHNICAL COOPERATION PROGRAMS 


Most TOA activities cannot be measured satisfactorily in quantitative terms. 
Nevertheless, the following are a few examples that illustrate TCA accom- 
plishments. 


AGRICULTURE 


In Indonesia, 370,650 acres of riceland are being rehabilitated and yields on 
7,500 acres of land have already been doubled. In Jordan, water-spreading 
techniques have brought 1,400 acres into grass production, and this is being 
increased to at least 4,000 acres in the current year. In Costa Rica, 10,000 
acres have been irrigated; 2,000 acres of high quality rubber have been planted 
in Guatemala. 

Rice production in one area of India has increased 2\%4 times within a year. 
In Iran, improved seeds have increased grain yields on demonstration plots 
40 percent to 100 percent. Corn production in the Peruvian Amazon has been 
more than doubled. Sea fishery production in Indonesia was increased 15,000 
tons in 1952 over 1951. Iraq farmers have been shown how to cut the cost of 
preparing land by one-third and at the same time increase production. Costa 
Rica has become self-sufficient in corn, rice, beans, and beef, and milk supplies 
have increased 25 percent. Machinery pools in Peru have led to the financing 
of $1,300,000 worth of imported equipment by the International Bank, which will 
add over $1 million annually to agricultural production from reclamation opera- 
tions alone. 

In Iran, an area including 226,000 acres of crops was sprayed against locusts 
in 1952. In Bolivia, potato infestation has dropped from 30 percent to 2 
percent. In El Salvador, cricket control has increased the 1952-1953 coffee 
crop by as much as 20 percent according to some estimates. In Costa Rica, suc- 
cess achieved in controlling coffee diseases should increase production by 15 
percent. 

In Ecuador, the possibilities of growing pyrethrum were established and, 
as a result of a selection and seed program, pyrethrum is becoming an export 
crop this year. In Libya, wool grading and sorting increased the export value 
of the 2 million pounds of wool handled during the first year of the program 
by $100,000. 

Over 200,000 animals have been treated for diseases in Iran. In Paraguay, 
in an area with 113,000 beef cattle, an anthrax epidemic was prevented recently 
which would have threatened the 6 million beef cattle which are the backbone 
of the country’s economy. 


HEALTH AND SANITATION 


In Iran over 4 million people in some 12,600 villages have been protected from 
malaria through DDT spraying, which has often cut the incidence of malaria 
from 90 percent to 10 percent. Several thousand villages have also been immu- 
nized for typhoid, and over 10,000 persons have been dusted and deloused to 
prevent typhus. Over 1,500,000 people were vaccinated during a smallpox epi- 
demic in Uruguay. In Bolivia an eighth of the people are treated annually 
through the cooperative health facilities. In Brazil substantial reductions in 
the death rate have been brought about, by 90 percent, for instance, in one 
town, and from 200 to 70 per thousand in another town in the Amazon Valley. 
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28,000 Brazilian physicians, engineers, nurses, and others have received health 
training in Brazil. In an area with 60,000 inhabitants in Chile, 98 percent of 
the mothers and new-born children have been treated. Infant mortality in one 
group has been more than halved. 

In Egypt several thousand bore-hole privies have been completed. In Iran 
4,000 village and school latrines have been installed and 47 wells completed, 
14 with water distribution systems. In Tehran completion of a water treatment 
plant is reducing water-borne diseases. In Saudi Arabia an additional water 
supply has been found for Riyadeh. In Chile one sewer system serving a popu- 
lation of over 90,000 eliminated pollution of irrigation canals watering 50,000 
acres of arable land. In Peru the virtual elimination of malaria and establish- 
ment of health services in Chimbote has trebled its population and made it a 
boom town as well as a health resort. 


OTHER FIELDS 


In Indonesia improved quality and productivity in ceramics making has in- 
creased wages 50 percent in one town while lowering prices. In Libya the avail- 
ability of advice from TCA agriculturists helped Libyan businessmen to decide 
to invest $70,000 in the first modern dairy in the region, which will more than 
supply the needs of Wheelus field. 

In Indonesia ships’ turnaround time at Djkarta has been halved and the time 
for airplane engine repair has been greatly reduced. Point 4 technicians have 
completed surveys of 18 airport sites and construction contracts for a number 
of them are being negotiated by the Bolivian Government with United States 
firms. Recommendations of the Brazil-United States Joint Commission for 
Economie Development have resulted in loans totaling $123,000,000 to Brazil by 
the International and Export-Import Banks for hydroelectric power, railroads, 
agricultural, and industrial projects involving additional local financing of 3.3 
billion cruzeiros. 

In Egypt a strong, inexpensive, moisture-resistant brick has been developed 
from Nile mud and is already being used in a locally financed mosque. 

In Iran over 6,000 children have been enabled to attend school for the first 
time in Isfahan alone. In Brazil 1,500 teachers have been trained in summer 
sessions, 87 textbooks have been produced and over 600,000 copies distributed, 
and more than 13,000 workers have participated in training-within-industry 
courses in the Sao Paulo area. In Peru over 300 rural schools have received 
supervision, and hundreds of teachers have been trained in vacation workshops. 


TECHNICAL ASSISTANCE IN CEYLON, SYRIA, AND BURMA 


The Cuarrman. There is another question that arises. I notice that 
Ceylon and Syria have rejected technical assistance, and Burma has 
expressed its intention to do so after June 30. These manifestations 
of dissatisfaction with the program itself or with other facets of our 
foreign policy suggest, perhaps, that point 4 may be an insufficient 
premise on which to base our foreign policy. 

Mr. Anprews. In the case of ( ‘eylon, of course, as you know, we had 
to suspend aid to Ceylon because they sold rubber to the Communists, 
and we had to withdraw. 

I think if you would take a vote of the people on the little work we 
did in Ceylon there or even by the government, they are very anxious 
for us to come back. 


MIDDLE EAST PROGRAM 


Senator Tarr. From some preliminary evidence and other evidence 
we may have next week on the Palestinian refugees in Syria and Jor- 
dan, it was indicated to us that point 4 had become very unpopular 
certainly in Jordan or certainly in Syria. The program was criticized 
by the refugees. The TCA people were living too high, had good 
salaries, and no results, while the refugees were all starving and prac- 
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tically eating nothing. I do not know whether the two have any 
connection. 

Mr. Anprews. I could explain it if the Senator would like to have 
the explanation. 

Senator Tarr. But certainly the evidence was that point 4 was 
completely unpopular in the whole area there in the Arab area, east 
of Israel. 

Mr. Anprews. Of course, you hear all kinds of stories. 

Right on the other hand, when we gave Lebanon an awfully good 
chance to get us out of there, Lebanon was dragging its feet, and they 
were refusing to put up money and doing everything else, wanting 
us to do all the work, and we had to simply say last year, “All right, 
you people are not sure, and until you people show by your own effort. 
that you are positive about this program and want it, on January 15 
we pull the whole shebang out,” and we started. We alerted our 
people to get out. 

Honestly, sir, I cannot say whether it is popular or not. I do know 
this, then they took this to their highest part of the government. It 
was debated in their Parliament, and they appropriated money to 
match our funds and keep us in there, and now we do have some 
rather remarkable programs going on. 

Senator Tarr. What relation have you to the irrigation program ? 
I refer to that area of Jordan across from the northern end of Israel. 

Mr. Anprews. In the Yarmuk? 

Senator Tarr. Is that it? I am not sure of the name of the river. 

Mr. Anvrews. That is it. Our relations with that are simply this: 
Under the Act for International Development we cannot make capital 
investments in anything. We can supply the technical engineering it 
takes to find out whether a river carries enough water to make an irri- 
gation project possible. We can pay for engineering to explore the 
dam sites and all that sort of thing, and get the proposition up to a 
bankable basis, so that you can lay this before the international bank 
or any banker and say, “Here is the project; here is what it will cost, 
and here is what it will produce,” and so forth. 

We are, sir, financing the initial engineering for that proposed or 
dreamed of dam site on the Yarmuk. Mr. Gardiner will be able to 
tell a good deal more about that in the Palestine refugees discussion. 

Senator Tarr. Is it part of the resettlement of the refugees? 

Mr. Anprews. That is right. 

Senator Tarr. How is it to be built? 

Mr. Garprner. It is being planned by engineers with funds from 
the TCA, the United Nations, and from the United Kingdom 

Senator Tarr. Have plans been completed ? 

Mr. Garprnrr. No, sir; you have to draw the blueprints, and that 
will take some time. 





AMOUNT OF CONTRIBUTION BY RECIPIENT COUNTRY 


Senator Ferecuson. Have we a standard on how much a government 
has to put up in a point 4 program ? 

Mr. Anprews. Not absolutely, sir. It depends entirely on the 
ability of the country, whether the country has it and can put it up 
ornot. But we usually try to insist when we start, with a 50-50 basis ; 
but we do not, I want to reemphasize 





not in all cases do we have the 
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50-50 basis. In some cases it is as low as one-fourth to start. Usually 
after you start and the program gets under way, the Government gets 
itself adjusted, and sees what this thing is all about, and usually they 
put in very much more. 

For instance, the overall now, the overall program, is something 
like 31%4 to 1. In other words, they are putting—we are putting $1 
in for each some $300 million of the local funds that go in these pro 
grams which are behind them. 

Senator HickENLoorrr. Did you say that we are putting in $1 for 
each $300 million ? 

Mr. Anprews. No, sir; I am very sorry, sir. For each $1 we put 
in, the average is about. $3 that they put in on specific projects, There 
are 1,745 projects, spec ific projects, in these 35 countries that are going 
around. 

Senator Frercuson. Is that because they are furnishing the labor? 

Mr. Anprews. No. In some instances they put in actual cash; in 
others they put in actual materials, but in some cases—really most of 
the instances—it is actually their money. 

et Frerauson. Who determines the amount? 

Mr. Anprews. It is usually, sir, determined by the need of the pro- 
gram, t as a matter of negotiation. 

Senator Frercuson. I mean, who has got the authority? Who is 
the Administrator ? 

Mr. Anprews. Yes, sir; and the next point is that there are some 
countries, some areas—well, take in India on one project, one project 
in India, they are putting in now 8 times as much as we are, and some 
places as high as 35 times as much as we are, after you start. 

Senator Tarr. Are you talking about what they put into the pre- 
liminary engineering or into the final financing of the project. itself? 

Mr. ANpreEws. No; we certainly do not count the final financing. 

Senator Tarr. Are you talking about what they put into the pre 
liminary planning, and so forth ? 

Mr, ANprews. Yes; that is correct. 

Senator Tarr. Once you get a point 4 delegation in a country does it 
stay there forever and does it grow until either they throw you out or 
you cannot get on with them any more? 

Mr. Anprews. In the case, sir, of the Middle East and the Far East, 
we only started, that is really got down to a project basis, 14 months 
ago. In Iran we have been there only 14 months in spite of the fact 
that this program has been running 3 years. 

When we actually got into ope ration, the actual program, the actual 
contract and actually got something going in the field there, it is 14 
months. 

Senator Tarr. I thought it was 2 years ago that we took those 
jackasses into Iran. 

Mr. Anprews. No, it was last year, sir. 


LIVESTOCK PROGRAM IN IRAN 


Mr. Anprews. I would like to, sir, if I might just divert and make 
a little defense of that. That was the one thing that convinced the 
Iranian chiefs, the nomadic people, that we knew what they were 
talking about, and they were willing to listen on other things. 
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Those boys understand a big, stocky, sturdy jackass, and they 
understand by crossing that with one of their little spindle-legged 
jennies, it makes a better animal to haul and pull, and out of that 
thing has grown a confidence in the so-called livestock program in 
which there has been set up in at least a half-dozen provinces of Iran, 
central stations where livestock go through for inoculation and serum 
treatments, washing the wool, and all that sort of thing. 

There was a time down there when 80 percent of the flocks would 
die with some disease, and now those fellows are convinced—maybe 
not the jackasses did it, but anyhow they at least believe that we know 
what we are talking about—and by the thousands, animals are goin 
through veterinary stations; and, of course, it gives us another crac 
at them. 

Here again we supplied the original serums, and the original dip 
that was for the use of these initial flocks. Now, of course, it is getting 
into a very big thing, and one of the problems we have got is to get 
some sort of mechanism whereby this serum and dip can be brought 
back there and merchandised and distributed in a proper way. 

The Cuarrman. All right, carry on. 

Mr. Anprews. Sir, I will get to this obligation side of it because 
I am sure the committee is interested in that, on the obligations. 


RATE OF EXPENDITURE OF FUNDS 


The obligations »f our funds up to March 31 were $90,315,163. 

Of this amount now only $20 million of the 1953 program have been 
obligated up to March 31; $45,025,183 of 1952 funds—that is the 1952 
fund. 

Senator Tarr. How many millions? 

Mr. Anprews. $45 million. I will take that back, sir, I am awfully 
sorry. I meant of the 1953 fund we have only spent $20,414,396. We 
have spent of the 1952 fund, which were carried over and obligated 
or were obligated in 1952, and spent in 1953, $45,008,035, making a 
total spent of $65,422,431. 

Senator Tarr. Was that all in fiscal 1953? 

Mr. Anprews. Yes, sir. 

Now, at the present expenditure rate, our auditors and others esti- 
mate that we will have spent $115 million by June 30, the year from 
June 30, 1952, to June 30, 1953, and we are asking in this appropria- 
tion for 1954, $117 million. 

What I am trying to say is that the appropriation we are asking for 
in 1954 is just about the actual expenditure rate that will be going on 
for 1953. 

In a program of this kind you simply just cannot go out as soon as 
vou get your money and order something and get it. It takes time. 
You have to get your technicians in the field, you have got to find out 
what you want. It takes time to get people out there. 

I hate to say it, but it takes us 7 months and 5 days from the time 
we found a project agreement was signed, and we found the man who 
wants to take the job, and we want him to have the job, until we have 
that man on the job in the country. It is just maddening in that 
sense, but that is the fact of life, and I am not trying to kid you to say 
that we can spend a lot of money, because you cannot do it in this 
program. 
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Senator Tarr. Do you know how much will be unexpended from 
last year’s appropriation as of the 30th of June ¢ 

Mr. Anprews. How much of the past year’s appropriations will be 
unspent on the 1st of July? I will get that for you. 

Senator Tarr. The 1st of July or the 30th of June. 

Mr. Anprews. Practically all of it, with some exceptions. There 
will be some area which will be obligated. It will not all be spent in 
1953, though. 

Senator Fereuson. What is your definition of “obligation” ¢ 

Mr. Anprews. It is signing a project agreement and saying 
to the country we are working with, “We will put $1,000 or $10,000 or 
$100,000 into this project.” They have put the money up on their 
side, and we consider that a firm obligation. 

Senator Tarr. Do you order the material here, too 

Mr. Anprews. Yes. 

Senator Tarr. I mean contract for material ¢ 

Mr. Anprews. Oh, yes, sir. 

Senator Tarr. But you will try to get the figures of what the 
unspent obligation is? 

Mr. Anprews. Yes, sir. 

It is estimated that out of total obligations of $478 millions for 
the combined fiscal years 1952 and 1953, $303 million will have been 
expended by June 30, 1953, and $175 million will still be unliquidated 
on that date. 

From the financial side that is about all I have to say. 

The Congress last year directed us to work along three particular 
lines, that is, the technical assistanc -e, With technicians going out, plus 
support, training of nationals coming to this country, and to encour- 
age and promote private investment. 

I am just merely going to comment in the slightest way—I do not 
think I need to go much more into the technical assistance side, because 
we have explained that pretty well, and I will take up the training 
side. 


LENGTH OF TIME TO SUPPLY TECHNICIANS 


Senator Sparkman. If I may put in just one question before you 
get to that: Why does it take so long to get a man out there, as you 
have described? You said from the time the project was agreed upon 
and you found the man to head up the project it takes 714 months to 
get him going on the work. What takes place during those (ee 
months? 

Mr. Anprews. Two things. The man himself has to get his own 
family arrangements taken care of. He has to sell his house or rent 
his house, and that takes time. He must come into Washington; of 
course, he must be cleared by security, and that takes a minimum of 
3 months, and sometimes more. 

It takes, I think, our average for this past year has been 91 days. 
It is just the process of security there. 

After he comes here, we have an orientation at the Foreign Service 
Institute to try to tell the man and his family something as to the 
conditions he is going to go into—— 

Senator Hickentoorerk. Mr. Andrews, on this security clearance 
business 

Mr. AnpDrews. Yes, sir. 
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Senator HickeNn Looper (continuing). You refer to an average of 
90 days—excuse me. 

Mr. Anprews. 91 days. 

Senator HrckenLoorer. I would like to get this straight, because I 
have a different understanding of it. The actual field investigation 
of these people, I understand, will average Jess than 30 days. 

Mr. AnpRews. You may be right, sir. 

Senator Hicken toorer. Then the other average amount of 2 
months of time which make up the 90 days is the timelag on the first 
end of the thing in order to get the man’s papers in shape, and get 
them through and into the hands of the FBI. Then their field investi- 
gation will take, in many instances, less than 30 days to get those 
mechanics done. Then it is reported back—— 

Mr. Anprews. Right. 

Senator HicKENLOorER (continuing). And the process and the red 
tape and machinery after the field investigation is laid down consumes 
a month or so before you finally get clearance. 

Mr. Anprews. All I can say is—— 

Senator HickeNwoorer. So that the actual FBI investigation, which 
has always been a bone of contention is that it takes a comparatively 
short time. ‘The time lag is on the beginning, the instigation of the 
investigation, and all the red tape that goes to get it into the FBI and 
the clearance afterward. 

Mr. Anprews. I was referring to from the time he started—— 

Senator Hickenwoorrr. Yes. But I think there has been too much 
of an impression about it taking an average of 90 days to investigate 
an individual. My impression of the average is that it takes less than 
30 days for the actual investigation. 

Mr. Anprews. That can move pretty fast because all of the offices 
of the FBI—— 

Senator Hicken.oorrer. I can understand that, if he has had over- 
seas experience, and had a lot of experience, it takes longer. 

Mr. Anprews. But the appraisal of it and the bookkeeping—you 
see, we have nothing to do with that. After we start the man through 
all we wait for is when it comes, and the date is clear. 

Mr. Woop. Senator Hickenlooper, could we have the privilege of 
putting into the record a definitive statement of this 90-day period 
required for a security clearance? I think it would be helpful for 
the committee to get this. 

(Subsequent to this hearing, the following information was re- 
ceived by the committee :) 


Security CLEARANCE PROCEDURES 


TCA personnel are investigated by the Civil Service Commission, rather than 
by the FBI. Of the total time (6 to 7 months) required to process a named tech- 
nician and get him on the job abroad, an average of 108 days are required for 
the security clearance procedure as follows: 


Days 
Average number of days required for applicant to complete and submit 
security forms and to process forms to the Civil Service Commission_._.. 17 
Average number of days required for field investigation by the Civil Serv- 
bop Comes en a hit a lh a ec 70 


Average number of days required for analysis of Civil Service Commission 
field investigation and evaluation by security office of employing agency 
and the Office of Security of the Department of State_........._________ 2i 





TIE a wseearnatsaesaien sim eriniss ts shennan cntnianaisttnn tat abenpnesitcie hehe iabalssig ENE Us Mies i 108 


a TE pt! io 











MUTUAL SECURITY ACT OF 1953 433 


Senator Hicken.oorer. I cannot speak for your particular organi- 
zation, because I do not have the statistics, but I am referring to the 
statistics on investigative procedures in a couple of other organiza- 
tions, and in those cases the facts show that often, less than a third of 
the time involved from the beginning of the man’s processing until his 
final clearance, is taken up by actual field inv estigation. 

Mr. Anprews. I would like to touch very briefly on the training 
side. 

SHIFTING OF TECHNICAL MISSIONS 


Senator Tarr. I do not want to interrupt again, Mr. Andrews, but 
in this business of providing technical assistanc e, how far are these 
missions liquid? How far can you move them from one place to 
another in a hurry? It seems to me that in the field of technical 
assistance you have experts on agriculture, experts on dams, and 
various other experts, and it seems to me that they ought to be mobile 
units that move into a country in a hurry on a particular job without 
waiting to get a whole new crowd from the United States. 

Mr. Anprews. That is right. Specialists in the more basic types of 
activity are shifted from country to country or from area to area as 
the programs demand. 

Now, a lot of this business, taking the agricultural side particularly 
is, in effect t, a county agent or county agent type of a man going out 
to one the states in ‘India or one of the provinces in Iran or one 
of the areas in Jordan, and he goes out there, and I would not say he 
completely lives with the people, but he goes out to those areas and 
works at the peoples’ level. He is more of a leader and a technician 
on methods than on substance. 

There is a whole training process, a whole planning process; he 
just works there right among those people on that. 

Now, the basic technicians—sir, what you are saying is done, and 
right at the present time, for instance, in Iran. That has to do with 
this training; they wanted to send 200 prospective, what you would 
call, county agents, Iranians, to this country for training. But in- 
stead of doing that we picked up nine of the best people we could 
find in the United States Department of Agriculture and in the 
agricultural colleges in this country, in training extension methods, 
and we flew them to Iran. 

There is a school going on there that will run for about 12 months, 
and they will teach those matters in Iran. 

We have a cotton entomologist. He had a problem in Iraq. He 
went out there for a short time. He is on call now maybe in Ecuador or 
some other place in Latin America. But the other type of person 
we send out to work on a general program is more of a leader, sir, and 
more a teacher than a technician. That type of fellow stays usually 
for a period of 2 years wherever he is assigned. But in the case of 
engineers, exactly what you are saying does take place. 


COST OF POINT 4 PAMPHLETS 


Senator Hicken oorrer. Mr. Chairman, there is a question at this 
point which I would like to get clarified. 

I have here, Mr. Andrews, various pamphlets. One is “What Is 
Point IV,” “Facts About Point IV,” here is another one, “What Is 
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Point IV,” addressed to the Secretary of State; “Point IV Profiles,” 
“Point IV Pioneers,’ “Opportunities for All,” which is this one, and 
another publication, “Point IV, What It Is and How It Operates.” 

Now, these are just a few I picked at random or at least on our 
files, 

Do you know how much is spent for these publications? 

Mr. Anprews. Yes, sir. I cannot say offhand, but we could have 
it for this committee. 

Senator Hickenvoorer. Could you give a guess, I mean a rough 
guess? I will not hold you to the exact estimate, unless you have the 
figures before you. 

Mr. Anprews. I would hate to do that, sir. 

Senator Ferevson. They are all in English? 

Mr. Anprews. Yes, sir. That material right there is material pri- 
marily that is sent out to people who ask for it. You have schools, 
colleges, you have university people all over the country, high-se ‘hool 
kids, swarms of them, and we have had very little stuff to put out. 
That was put out last year. 

Senator Hickentoorer. How many American citizens did you send 
abroad last year not in the operations of TCA ? 

Mr. Anprews. I sent no one, sir. Well, you could say that Mr. Ray 
Miller whom we had as a consultant, and whom I asked to go to Latin 
America, to make what you might call- 

Senator Hickentoorer. I mean, have we had any visiting parties 
go abroad ? 

Mr. Anprews. No, sir. You mean editors, and that sort of thing? 

Senator Hicken.oorrr. Editors, and that sort of thing. 

Mr. Anprews. No, sir. 

Senator Hickenioorer. I want to call your attention to section 537, 
which you no doubt are familiar with, of the Mutual Security Act of 
1951, as amended. 

Mr. Anprews. Yes, sir. 





USE OF FUNDS FOR MSP PROPAGANDA IN UNITED STATES 


Senator Hickenvoorrr. It says: 


None of the funds herein authorized to be appropriated, nor any counterpart 
funds, shall be used to pay for personal services or printing or for other expenses 
of the dissemination within the United States of general propaganda in support 
of the Mutual Security Program. 

Mr. Anprews. Yes, sir. 

Senator Hickentoorer. Is that not propaganda in support of the 
program ? 

Mr. Anprews. Sir, that very question was very greatly impressed on 
me in the hearings last year, and I asked the legal department of my 
own organization and the State Department to clear this stuff. 

Senator Fercuson. Did they clear it? 

Mr. Anprews. Yes, sir. 

Senator Mansrretp. Do you havea legal department in TCA ? 

Mr. Anprews. Yes, sir. 

Senator Mansrtetp. How big is it? 

Mr. Anprews. I will say nine lawyers. We have contracts all over 
the place. You see, every time we sign a project agreement, we sign 
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an international agreement, and you just have got to know what you 
are doing on that. 

Senator Feravson. Will you furnish the opinion of the lawyer that 
this was not a violation of the act ? 

Mr. Anprews. I will furnish the memorandum, sir, that was handed 
me. 

Senator Fercuson. Well, is it an opinion? What do you mean by 
amemorandum ¢ 

Mr. ANDREWS. l think he said this was within the meaning of 
the act. 

Senator Frrauson. Just a conclusion ? 

Mr. Anprews. That is right. 

(The following information was furnished :) 


Mutua Securtiry Act or 1952 
(Excerpts from MS D-815, dated July 16, 1952) 
PROHIBITION OF DOMESTIC GENERAL PROPAGANDA 


(Public Law 400, section 7 (m), adding a new section 537 to the Mutual Security 
Act of 1051, as amended) 
The provision 

“Sec. 537. None of the funds herein authorized to be appropriated nor any 
counterpart funds shall be used to pay for personal services or printing, or for 
other expenses of the dissemination within the United States of general propa- 
ganda in support of the mutual security program, or to pay the travel or other 
expenses outside the United States of any citizen or group of citizens of the 
United States for the purpose of publicizing such program within the United 
States.” 

Interpretation 

The amendment was adopted by the Senate by a vote of 52 to 19. The House 
conferees agreed to it in the conference committee. 

In the conference committee report appears the following statement of the 
managers on the part of the House: 

“The committee of conference recognized the desirability of preventing any 
use of funds for propaganda in support of the Mutual Security Program. At 
the same time there should not be any interference with the supplying of full 
information to the Congress and to the public concerning the operations of the 
Mutual Security Program. The committee of conference believes that it is pos- 
sible for those responsible for the administration of the Mutual Security Act 
to maintain a sharp distinction between propaganda and the supply of informa- 
tion as to the results attained under the program, and that this section of the 
conference agreement should not interfere with the recognized procedures for 
keeping the public and the Congress informed.” 

In reporting to the Senate on the conference report, Senator Tom Connally, 
chairman of the Committee on Foreign Relations, stated : 

“The House conferees accepted this amendment. The conferees recognized, 
however, that there must be a distinction between the use of funds for propa- 
ganda purposes, which is prohibited, and their use for supplying legitimate in- 
formation of the type normally made public by the executive agencies in the 
form of press releases, statistics, and so forth. 

“Mr. President, in my opinion it ought not be too improper to advise the Amer- 
ican people as to what is proposed in the Mutual Security Act. The people of 
the United States ought to be able to understand what our purposes are and to see 
the necessity of extending mutual-security assistance to Western Europe in order 
to build up strength against the invasion of Western Europe by totalitarian 
hordes.” (Congressional Record, Senate, June 9, 1952.) 

When Senator Dworshak introduced this amendment in the Senate, he stated, 
in this connection: 

“My amendment would in no way interfere with the normal or regular opera- 
tions involving the release of information in the normal transaction of business 
by MSA.” (Congressional Record, Senate, May 28, 1952.) 
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The agencies concerned with the Mutual Security Program have two clear con- 
gressional mandates: (1) To supply full information to the public and the Con- 
gress about the purposes and achievements of the Mutual Security Program; 
and (2) to refrain from general propaganda in support of the Mutual Security 
Program. 

it is necessary to maintain a sharp distinction between propaganda and the 
supplying of information as to the results obtained under the program. This 
listinection can and will be scrupulously maintained, with out weakening our 
efforts to carry out the mandate to maintain an energetic and constructive 
public information program on mutual security 

With reference to the major areas of information activities, the agencies 
concerned have agreed on the folowing general policies : 

1. Press releases, special articles, phetographs, reports, ete., which are con- 
fined to factual reporting are not affected. 

2. Speeches may be made, with the agencies paying expenses to and from the 
place where the speech is given, when the sponsoring group initiates the invitation. 

3. Copies of films, radio recordings, pamphlets, etc., made for use overseas, 
can be distributed in the United States by the agencies concerned if they deter- 
mine that their content falls within the concept of full information, as contrasted 
with general propaganda. 

1. ‘Trips of American citizens abroad financed by the Mutual Security Program 
agencies to publicize the Mutual Security Program in the United States will be 
discontinued 

5. Mutual Security briefings in Washington of representatives of American 
organizations will be held only when organizations or individuals pay all their 
expenses 

6. In general, information about the arms, purposes, and results of the Mu- 
tual Security Program will be presented in clear, simple, effective form. 
tdministration 

The information officers of the agencies concerned will be responsible, in con- 
sultation with their general counsel, for the administration of this amendment. 
The following steps and guide lines for operations have been agreed upon: 

1. A continuing review will be made of all information projects, present and 
proposed, to determine whether they are in conformance with policy outlined 
herein. 

2. Serupnlous care will be exercised to let the facts make their own points. 

3. Information officers will maintain a log of individual information projects 
used in the United States which will contain adequate justification of each proj- 
ect; the extent of the project; its cost; the demand or request which brought it 
into being; and other essential information. 

Senator Mansrtetp. Do you have your own printing outfit, too? 

Mr. Anprews. No, sir. 

Senator Mansrretp. Who does the printing? 

Mr. Anprews. It is contracted out or is done by the Government 
Printing Office. 

Senator Mansrietp. Do you issue booklets like that in the countries 
in which we have missions ? 

Mr. Anprews. No, sir. 

Senator Mansrretp. Not at all? 

Mr. Anprews. The stuff that is issued within the country is usually 
a joint effort. If you have anything of that kind, dealing with some 
technica! subject, it is a joint effort. 

Senator Sparkman. Do you send this out except upon request? 

Mr. Anprews. As far as I know, sir, I do not think so. I do know 
we get numbers of requests. I would be dishonest if I told you that 
we had not sent any; I do not know. I will have to find out. 

Senator Mansrtetp. Mr. Andrews, when you hire these people, how 
long do you hire them for? 

Mr. Anprews. Two years. 

Senator Mansrteip. It takes seven and a half months to have them 
cleared and trained before they go out? 
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Mr. Anprews. You see, they do not go on the pay roll until the y 
are cleared. That is a tough job, and we lose a lot of people waiting, 
losing time. We say, “We will give you the job,” and get them 
cleared, and it mi sine it pretty rough. 

Senator Hickentoorrer. Mr. Chairman, following this up I would 
like to have, if the committees sees fit, a list or a copy of all the litera- 
ture of this kind, brochures, documents, specialized publications, and 
so on, published for dissemination in this country, and samples of 
vxach so that we can see the extent to which this is being done and 
the cost. 

(Norr.—Subsequent to this hearing the following information was 
received by the committee :) 


TCA PUBLICATIONS, FISCAL 1953 


There are listed below all the informational publications so far issued by the 
Technical Cooperation Administration during fiscal year 1953. Opposite the 
title of each document is shown the number of copies printed and the total cost 
of the printing. 


gin Number of — 

Title | copies Cos 
Point 4—What it is and How it Works 188, 000 $3, 000. 00 
Point 4 Profiles 30, 000 1, 901. 80 
Point 4 and Liberia 11, 000 575. 00 
Point 4 Around the World (poster) 5, 000 150. 00 
Point 4 Around the World (map) (folders) 20, 000 148. 00 
Reprint 25, 000 175. 00 
Facts About Point 4 in Liberia 5, 000 88. 00 
Facts About Point 4 in Iraq 5. 000 88. 00 


ILAA publications 


The Servicio in Theory and Practice 2, 000 192. 70 
Latin America Garners Benefits 2, 000 154. 80 
Letter to the President. 1, 000 110. 40 
Health South of the Border 3, 500 311.45 
ITAA at Work 1, 500 817.14 
Of Tractors and Tortillas 2, 500 307. 85 
Desde El Mochets-Hasta El Tractor 1, 500 76. 48 


More Than ABC’ 2, 000 341.10 


Your Job and You. 1, 500 722. 27 
Letter to the President 2, 000 193. 60 
El] Punto 4 en La America Latins- -- 1, 000 35. 00 
Point IV Brings 4—-S to Costa Rica 2 000 172. 00 
Point IV Brings Strength in the Americas 3, 500 444, 35 
Point IV Program and Nursing in Panama 3, 000 274. 50 
Point IV in Latin Americas 3, 000 384. 50 
When Good Neighbors Get Together 2, 000 } 
Role of Edueation in Techanical Assistance Program - 2,000 > 577.17 
Dust in the Lungs 2, 500 
Point IV Brings 4-S to Costa Rica 4, OOK 326. 59 
Public Health Nursing in Latin America 500 100. 00 
ITAA blue packet folders 1, 000 157. 50 
sii citdidstetasibedmmen tls t - 11, 677. 20 


Mr. Anprews. The item that Senator Ferguson has there, of course, 
I think was presented to the committee last year. That is last year’s 
deal. 

The Cuatrman. You can make up various categories so that a num- 
ber will be available to the committee, and filed with the clerk, prob- 
ably a half dozen of them. 

Senator Tarr. This point 4 booklet, Point IV Profiles, which looks 
like nothing but propaganda, was printed in 1953. 

Mr. Anprews. That is the last one that will have point 4 on it. 
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Senator Fercuson. Are you just going to take the words “Point 
IV” off and print the same thing under some other name and send 
it out? 

Mr. Anprews I would hardly say that. The word “Point IV,” 
as you know, we have been requested to not use them as much as we 
were. 


PROPAGANDA PAMPHLETS ISSUED ABROAD 


Senator Green. Would it not be worthwhile to have a list not only 
in English, but in Indian, to see what the relative proportion is of 
advertising here and there? 

Mr. Anprews. So far as we are concerned, in India we put no so- 
called propaganda out. That is a joint thing. 

Senator Green. None? 

Mr. Anprews. In other words, the Americans cannot go to a coun- 
try and issue pamphlets and bulletins and brag about what we are 
doing in that country. You must work with those people and let them 
do the bragging. 

Senator Green. You may have had joint publications? 

Mr. Anprews. There is a great deal of that, sir. 

Senator Green. Is it in English ? 

Mr. Anprews. You can read in the press, and there is hardly a day 
but what the Indian press has not a word about the technical system. 
It is an amazing thing for a country that talks like they do in the press, 
there is hardly a day that passes—— 

The CrHarrman. Just a moment, please. To make the record clear, 
if you have published 50 different publications, make up 6 bundles of 
the 50 publications so that we can have them here in the office so mem- 
bers of the committee can look them over, and they will be filed with 
the clerk. That is clear, isn’t it? 

Mr. Anprews. Yes. 

Senator Frereuson. Mr. Chairman, would you also get the number 
of copies that were printed of these? 

The Cratrman. That is understood. Give us full and complete 
information on what you have been doing, in other words. 

(Nore.—The pamphlets mentioned above are in the committee files; 
the information referred to is listed on the previous page.) 


NUMBER OF TCA EMPLOYEES 


Senator Tarr. Mr. Andrews, one of the things I thought was prom- 
ising in your report on page 5 was that your total field personnel 
authorized were 2,460, and you now expect to have only 1,950 on the 
job June 30. 

Mr. Anprews. Right. 

Senator Tart. That i is only field personnel, I take it? 

Mr. Anprews. Yes, sir; that is technicians. 

Senator Tarr. What is the rest of the total? 

Mr. Anprews. We had in Washington about 1,092 on April 30. 

Senator Tarr. Are there any more than the 1,950, plus the 1,092 in 
Washington? Do you have any additional personnel ? ? 

Mr. Anprews. No, sir. 

Senator Tarr. So that your total personnel will be in the neighbor- 
hood of 3,000 for the whole outfit ? 
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Mr. Anprews. That is exactly right. 

Senator Tarr. Thank you. 

Senator Mansriecp. When these people are finally cleared by the 
FBI, i they then go on the payroll 

Mr. Anprews. Yes, sir. 

mere Mansrietp. How much training do they get, roughly ? 

Mr. Anprews. They have orientation. Say they are Public Health 
people, they have orientation at the International Division of Public 
Health. 

Senator Mansrievp. For how long? 

Mr. ANprews. Well, they stay down there from 2 weeks to 5 weeks, 
depending on the general situation, the urgency of their getting out. 

Then we have the Foreign Service Institute, which is conducted by 
the State Department, which consists of language lessons, where there 
is general discussion of the countries they are going in, the customs, 
cultures of the country, how they are supposed to conduct themselves 
abroad, how they are going to find the grocery stores, and that whole 
thing. 

Senator Mansrretp. How long, generally speaking, are they kept 
in this country before they are shipped out ? 

Mr. Anprews. Not more than about 2 to 5 weeks. 

Senator Mansrietp. 2 to 5 weeks? 

Mr. Anprews. Yes, sir. 


TRANSPORTATION OF EMPLOYEES 


Senator Mansrreip. Then are they flown out or do they go by 
boat ? 

Mr. ANprews. Mostly flown. 

Senator Mansrievp. Do their families go with them? 

Mr. Anprews. Yes, sir; their families go with them. 

Senator Mansrretp. Does TCA pay the costs of the family trans- 
portation and furniture ? 

Mr. Anprews. Yes, sir. 

Senator Mansrrevp. Going and coming? 

Mr. Anprews. Yes, sir. 

Senator Mansrietp. When are they brought back on the basis of 
their 2-year contract, before it expires ¢ 

Mr. Anprews. They are brought back at the end of the 2-year con- 
tract unless they—we choose and they choose to continue to renew it. 

Senator Mansrrep. Do many of them choose to continue 

Mr. Anprews. Oh, yes. 

Senator Mansrretp. What percentage? 

Mr. Anprews. I would say that we are losing about 60, I think— 
we are just getting now on the 2-year contract, we are losing about 60 
out of the group we have got. 

Senator Mansrrevp. Do those who give up at the end of 2 years 
come back, and is their families’ transportation paid, and their furni- 
ture brought back, too? 

Mr. Anorews. Yes. 

Senator Mansrieip. What do you think it costs, on the average, to 
transport a man, an agent, his family and his furniture from here to 


India and back? 
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Mr. Anprews. About $10,000, is it not? Something like that. 
Senator Mansriexp. It is in addition to the salary he receives? 
Mr. Anprews. Yes. 

Senator Mansrietp. What percentage of your appropriation goes 
for administration, salaries, and the payment for packing, crating, and 
transportation ? 

Mr. Anprews. I will have to get that; I will have to get it broken 
down, sir. We are working it up for the appropriations committee. 
I do not have it for this committee. 

We use, I might say, the same system on that that our State De- 
partment follows: 

Of the total funds available for obligation in fiscal year 1953, amounting to 
$249,840,540, approximately $87 million or 15 percent will be expended for ad- 
ministrative expenses in the United States and overseas, including the salaries, 
allowances, travel, and related expenses of United States technicians. 


If I may continue, I will make—— 
USE OF THE NAME “POINT 4” 


Senator Sparkman. If Senator Mansfield has finished, I want to 
ask you just a question or two about the dropping of the name “point 
4.” You rather intrigued me by that statement. You said you had 
been ordered to drop it. 

Mr. Anprews. No, that is not so, sir. 

Senator SparkMAN. Well, I misunderstood you then. 

Were you instructed or directed ? 

Mr. Anprew. It was suggested. 

Senator SparKMAN. Suggested? 

Mr. Anprews. That we not use it in every other line of our docu- 
ments. It is not used, as the Senator well knows, it is not used in 
official documents, but in publicity about point 4 several years ago it 
took on kind of like Coca Cola, and it is very easy to use the words 

“point 4” instead of Technical Cooperation Administration. 

That is the way it has been going. I would not say I have been 
ordered to drop it at all. The suggestion did come in a roundabout 
way that we should not use it so much. 

Senator Sparkman. I had noticed in reading this summary, one 
of the first things that attracted my attention was the frequent refer- 
ence to technical assistance, but by the time I go over a few pages 
and I saw point 4, I wondered whether that had just slipped in through 
inadvertence. 

Mr. Anprews. There is no ban against the use of “point 4.” 

Senator Sparkman. I realize that technical cooperation 

Mr. Anprews. That is the official language. 





Senator SrparKMAN (continuing). Administration is the correct 
terminology of the agency, is it not? 

Mr. ANDREWS. That i is correct. 

Senator SparKMAN. But is it not true that it has become popularly 
known as the point 4 program ¢ 

Mr. Anprews. Yes, sir. 
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UNITED STATES AND UNITED NATIONS TECHNICAL-ASSISTANCE PROGRAMS 


Senator SrarKMAN. The thing I wanted to talk about is—and this 
is more a matter for my own personal satisfaction and my own curi- 
osity and information than anything else—how do you keep our 
program of technical assistance separ: et i in the minds of the people 
from the technical-assistance program of the United Nations? 

Mr. Anprews. Sir, I would not say that there is a conscious effort 
to keep them separated in the mind of the people. 

Senator SparKMAN. I am thinking there ought to be: Now, I may 
be wrong in that assumption, but it seems to me there ought to be some 
effort to keep them separated. 

Mr. Anprews. Well, sir, in the first place the United Nations per- 
sonnel usually operate at a different level than what we do. We go 
to the people, to the country, to the village, that is where we work. 

The United Nations personnel often and usually serve as advisers 
at very high levels, and I will have to tell you, sir, that we are trying 
to not sell an American program in the sense that this is American. 
We are trying to attack with those people their basic problems. 

It becomes a national program of that country, of which we are a 
part, and I hope we can make the United Nations program a part of 
the country. 

After all is said and done, we are not out to buy advertising— 
that is, as I conceive it. I thought we were supposed to really do a 
job for the country we are working with, and by just applying all 
the effort that the country has got, that we have, which is ver y small, 
and that the United Nations have, toward these problems, we are going 
to lick them. 

GOOD WILL FOR THE UNITED STATES 


Senator SparkMAN. Well, I go with you on the statement that you 
make, but at the same time I thought a part of the program also was 
to build up good will for our country. 

Mr. Anprews. All right, let me give you an example. Here is 
this—you see this right “here, that is Libyan wool. This up here is 
ungraded and unclassed Libyan wool. 

We have a man out working with the Bedouins. I guess for the 
last 50 years Italian traders have gone out to the Bedouins in the desert 
and bought this stuff at practically no price. 

We send a man out there who was going to try to he ‘Ip them and 
teach them how to class and grade their wool in order that they could 
get more money out of it, and so he had demonstrations last year all 
over the place of grading this wool, sorting it out like that, ed the 
Bedouins understood that because they got 3 to 6 cents a pound more 
money for their wool last year than they had been getting before. 

They know Americans are there, you do not have to brag about it at 
all. We know they know it. 

I want to show you how these things come around. This came to 
my desk yesterday. If you will bear with me a half minute here—this 
is a little news sheet from Libya, and it states: 

The preparations for wool-grading are booming down Cyrenaica way. At the 
suggestion of LATAS, and through the cooperation of the Benghazi Chamber of 
Commerce, the Fonduk Building has been designated as a wool center for 
Cyrenaica, and all activities such as buying, selling, storing, grading, and 
sorting will take place there. The city of Benghazi is now repairing and re- 
modeling the Fonduk Building at an estimated cost of 2,000 Libyan pounds. 
Wool merchants will be allocated individual storage space. 
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Some preliminary work has been done with regard to organizing a wool- 
grower’s cooperative. Mr. Mohammed Sabri, of the chamber of commerce, has 
promised his active support in this project. 

What I am trying to say is that through the efforts of this one man 
you have moved wool marketing out of the hog-ground system that we 
know about in cotton in the South into an organized systematic mar- 
keting system where you get the true value of your wool. 

Now, those Bedouins, boy, they are for this program. They know 
what is is all about. 

Senator SparkmMan. Do they understand it is a United States 
program ¢ 

Mr. Anprews. They certainly do because there is an American out 
there in his shirt sleeves out there working with them. 

Senator Sparkman. I want to be careful here—I certainly have no 
criticism of the U. N. technical assistance, but it does seem to me that 
in a program that is ours essentially, why we ought not to go out 
propagandizing and blowing our horn too much, at least we ought 
not to fail to let the people know about the fact that it is our work. 

Mr. Anprews. It is a good point, and I have a great many people 
in my staff who feel very strongly that way. 

Senator Sparkman. I thought the people had regarded—whether 
it was a good term or not—they had pretty well identified this pro- 
gram by that term, point 4, or some places I heard them calling it the 
fourth point. 

Mr. Anprews. I will say this, several countries themselves have 
requested that all equipment, all buildings that we assist in the archi- 
tecture and design of have a symbol on the point 4 all over the place. 
That is true, there is no question about that. 


TCA TRAINING PROGRAM 


Sir, just about one more minute, and T will close. I refer only to 
the training side of this program. This is bringing the nationals out 
of these countries to this country for certain technical training and, 
more importantly, to find out how we do things here with the idea that 
they will know what we are talking about when we are back there. 

Twelve hundred individuals from 35 countries visited this country 
last year, at the American taxpayers’ expense, staying from 2 months to 
a year, and taking training in everything from, I might say, handicraft, 
clear on up through agriculture, industrial techniques, medical tech- 
niques, education techniques, and the whole sort. 

Now, we feel—and I will say this is a little change in the program, 
we feel—that some of this training could probably be done better 
within those countries, because we are receiving people from these 
countries who have not advanced far enough in an education way and 
technical way to absorb some of the things we have in this country, 
and there is a tendency for it to confuse them. 

So the present plan is to reduce the number of people that come into 
this country and concentrate more on training in their own country, 
very similar to the illustration I gave Senator Taft a while ago, with 
reference to the county agent. 

Now, there is in several countries—for instance, at the University of 
Beirut, we have 260 young boys from the Arab part of the world there 
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being trained in agriculture, mechanical engineering, public health, 
sanitation, and a whole sort of things. 

We have 30 training schools, centers in India, set up jointly by point 
4 or the technical assistance outfit, the Ford Foundation, a the 
Indian Government. They are turning out 2,000 trained leaders about 
every 180 days. That is going on in a very advanced way. 

Then the other type of training which sometimes pays dividends 
are seminars and special training centers in this country. Last year 
we had a training center at the University of California on credit. 

I can tell you right now that one of the big problems—after you 
teach all this stuff around here, how to do these things, there has got to 
be some way, some credit system that will put the means in the hands of 
this little cultivator to adopt and carry on these particular things. 


CREDIT COOPERATIVES 


Well, this credit conference had representatives of 34 nations there, 
and it went into all phases of how to organize credit. 

Another report which came about a year ago is this one, and here is 
what it says: 

One trainee has in 8 months since his return personally organized 26 new credit 
cooperatives. 

This is Indonesia, and I happen to know there have been over 400 
credit cooperatives organized in the last 6 months in that country 
because you just have got to get some way of moneylending. 

You say, well, it is a small amount of money. The average loan for 
the average rice farmer in Indonesia, the little fellow, is $4.60, that is 
his production loan. Well, you say anybody can get that. 

He pays sometimes as high as 300-percent interest on that for from 
3 to 6 months’ use, and this is small, it is just little stuff, but you or- 
ganize these little things and you get some 8-percent interest, why, you 
get some incentive there to produce things and grow things. 

One of the greatest problems we have got, after showing how to do 
this, is to make it possible for this fellow to utilize it, to have a real 
incentive to do it. If he has to pay it all out in interest, if he gets 
his fertilizer at high prices, that wipes out his profit spread, and you 
have not done a thing. 

The problems that are ahead for these technical-assistance programs 
are to make possible, to really get into the hands of the little fellow, 
the things that we know and can prove here without any shadow of 
a doubt he can do. 

The CrratrMan. Do you get any cooperation from the foreign gov- 
ernment in relation to the use—— 

Mr. Anprews. A very great deal. This happened to be in Indonesia. 

The CuHatrMan. Why don’t they prohibit usury of that type? 

Mr. Anprews. Well, so far as that is concerned, sir, I do not know. 
They have this old tradition and, do not kid yourself, a great part 
of the centers of government, the power in these countries, are people 
who lend money and are traders, you know that—that is the way. 

It is a terrible thing. 

In Madras, I will give you one example, in the state of India, the 
cultivator is required to pay 80 percent of his crop to people above 
him, and through a little cajoling by one of our people down there we 
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got the Madras government to pass a law and a decree that the man 
could only pay 60 percent. It was almost a revolution in that part 
of the world, but those are the facts of life; that is what we are dealing 
with, and that is what we are trying to bring technical assistance to. 


JOINT RECONSTRUCTION PROGRAM ON FORMOSA 


It is a dramatic thing, but it is not any fun. Sir, I think I had 
better quit on this. I could talk here by the hour. 

Senator Mansrietp. Mr. Andrews, before you quit, is the joint re- 
construction program on Formosa under your control ¢ 

Mr. Anprews. No, sir. 

Senator SpaRKMAN. It is under MSA. 

Senator Mansrrevtp. Don’t you think a program like that would 
be far less expensive and more effective if carried on in the rest of 
the world than those multifarious programs you have under consid- 
eration at the present time ? 

Mr. Anprews. Well, I thought, frankly, sir, that the joint rehabili- 
tation program in Formosa is almost an exact pattern of what these 
other things are that are going on. The joint rehabilitation program 
in Formosa simply went right out, as we do in these little places, 
attacking the credit problems, and the whole business—— 

Senator Mansrietp. Do you have to bring people back to this coun- 
try to make them underst: and just. what credit is and how it can be 
overcome, or can’t you do it there like it has been done in the joint 
reconstruction program ? 

Mr. Anprews. Quite a number of Formosans have been to this coun- 
try, Dr. Fitzgerald can tell you that. 

Mr. Woop. The two of them are quite similar, if I can speak on the 
joint commission. It is sort of a grassroots combination of American 
and Chinese working together 

Senator Mansrietp. That is nant 

Mr. Woop (continuing). On various problems, which is very 
similar. 

Mr. Anprews. The same technique has been followed here. 

Senator Mansrizip. That is a very good program, but now you say 
it is not under you? 

Mr. Anprews. Yes. 

Mr. Woop. It happens to be under MSA under an arrangement 
which we thought was sensible, of not having two United States Gov- 
ernment agencies operating in the same country. 

Senator Mansrizip. Have you not had two agencies operating— 
United States agencies—operating in Burma, India, and elsewhere ? 

Mr. Anprews. No. It is TCA. 

Mr. Woop. It is either TCA or MSA, and not both together. 

Senator Mansriexp. I see. 

Senator SparkMaN. Is this correct: Where you have a military pro- 
gram ordinary MSA will handle TCA? 

Mr. Woop. That is the distinction that has been made, Senator 
Sparkman. 

The Cuairman. Senator Smith? 
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VILLAGE SETTLEMENT PROJECT IN INDIA 


Senator Saaru. I am sorry I was late in hearing you. There is a 
fellow from India here named Mr. Ghosh, and he has sort of an ex- 
perimental pilot plant scheme for village settlement, and he has been 
after a number of us to ask about it and get support for it. 1 under- 
tand Senator Hickenlooper saw it, and 1 understand you saw it, Sen- 
ator Sparkman. 

Iam wondering whether—— 

Mr. Anprews. I can tell you about Faridabad and Mr. Ghosh, and 
| have studied his proposed project which he has talked to the Senator 
about. So far as Faridabad is concerned, he did create a miracle there 
with refugee people who had nothing, and they built a great city out 
there in India. 

There are some economic problems which the area has run into. I 
do not want to damn it with faint praise, but I think there is a little 
bit more planning needed on the thing. The idea was that you could 
have self-help, that so long as you could press each other’s pants, and 
they could press yours, so long as you had some new ones, then every- 
body was kept busy. I think that would be so if you had some new 
ndustries as a foundation, 

I think, if you want to talk about the weaknesses of the plan, they 
failed to integrate it with the surrounding country, so they have a 
great city of 50,000 people without anything to support it around. 
You simply could not bring industries around there to keep people 
busy and, of course, the matter has been taken over by the Indian 
Government. 

Senator Smirn. You say it has or has not? 

Mr. Anprews. It has. Mr. Ghosh is not managing that project 
now. It was a great dream; I think it was a magnificent thing, but it 
is going to go through a pretty serious time for a while until it 
readjusts. 

As to his present scheme, sir, I would say if you wanted to take a 
model area someplace and spend American money on it, and put the 
United Nations flag over it, you could do it and make lots of noise on it. 

The one weakness, I think, of Mr. Ghosh’s plan, sir, is that it is 
supposed to be a self- laeidntioee project—it cannot be. 

Senator Frereuson. You mean he is wrong on that? 

Mr. Anprews. Yes. 

Senator Smiru. That is the next question I wanted to ask you, 
whether it really was self-liquidating. 

Mr. Anprews. Not Faridabad. 

Senator Smiru. His presentation of it was that it could be made 
self-liquidating. 

Mr. Anprews. It was not a self-liquidating project, and cannot be 
unless we lick this business of the industrial side. 

Senator Smirn. Have you spoken about Mr. Holmes in India? 

Mr. Anprews. No, sir. 

Senator Smirn. I was speaking with him some years ago—— 

Mr. Anprews. Oh, yes. The project that Mr. Holmes was talking 
about has now been multiplied into several similar projects. We are 
now working with something over 16,000 villages, and by this time 
next year we hope to have 

Senator Smirn. Is that part of your bailiwick? 
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Mr. Anprews. Yes, sir. 

Senator Smirx. Mr. Holmes is still there? 

Mr. Anprews. Yes,sir. Asa matter of fact, we have just promoted 
him to be the regional adviser on community development for the 
whole south and southeast Asia. 

Senator Smrrn. How does his type of thing differ from that of Mr. 
Ghosh ? 


CROP PRODUCTION 


Mr. Anprews. Entirely different. Mr. Holmes took the existing 
villages as they were, the mud villages, as they were, the dirty streets, 
the whole shebang, and went in and started first by trying to produce 
some crop, increase the crop production there, so that you would have 
an economic base for this improvement of the village, and only after 
you got improved crops, for instance, doubled the y ield of w heat, you 
got more money, and you could spend some money on these schools and 
these buildings. But until you do that, until you do the building of 
something here, you have got a liability until you build some economics 
under it. 

Holmes demonstrated that you could literally lift a group of villages 
almost by their bootstraps on that deal. 

Well, it might have been what you want to call relative, as I just 
told Senator Ferguson a while ago. That project cost us, I think, 
in total figures, not the livestock and the machine shops and the plows 
and other things that we put in there to demonstrate, about $100,000. 
The Indians put $300,000 in. 

It is a going concern, not an American there, nobody else there. It 
is just running and going, and that principle is being expanded 
throughout India. It is going all over India at the present time. 

Senator Smrru. Thank you. That always appealed to me, the 
approach that Holmes had. 

Mr. Anprews. It will appeal to anybody who can see what happens. 


FARIDABAD PROJECT 


Senator Sparkman. Mr. Andrews, let me ask you, going back to 
Faridabad, as I understand it, that is not really analogous to what 
Mr. Ghosh is proposing now ? 

Mr. ANpREws. No, sir. 

Senator SparkMAn. There you had a field full of refugees, 

Mr. Atpanw s. That is right. 

Senator SparkMan. And, of course, you speak of the economic 
distress there now—— 

Mr. Anprews. Right. 

Senator SparKMAN (continuing). It is nothing compared to what 
it was before these people had this. 

Mr. Anprews. Absolutely. Don’t get me wrong. This has been 
a magnific ‘ent thing, a magnificent thing. 

Senator SparkMAN. And whereas there are 50,000 living there, he 
would deal with villages of a couple of thousand ¢ 

Mr. Anprews. No. His plan is to get a group of villages in some 
country, and spend $5 million on the improvement of sanitation, edu- 
cation, crop production, and all that sort of thing. But I do not 
think, Senator, that you can by the widest stretch of the imagination 
make that self-liquidating. 
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Senator Sparkman. I agree with you. I do not see how it can be 
done either. I visited Faridabad, and I also visited a native village 
over 5 or 6 miles from that, and goodness knows, I came away feeling 
that we were not going to accomplish much in India until we were 
able to reach the method of living in that village. " 

I can understand the improvement of agriculture out in the field 
around that village, but I do not see how we can do much until we 
can reach the village itself. 

Mr. Anprews. Well, that is done. If you would go into Etawah 
now you would see schools built by the people themselves, you would 
see little brick gutters that are in those muddy streets, that used to 
be just standing there, and water and mud and slush, but that brick 
has been bought, it has been put in there, it is a little sewage system. 
It goes down to the end of the village. There is a little handicraft 
center, a little mother center, most of them, all sorts of things going on. 


HEALTH PROGRAM IN INDIA 


Senator Frrevson. What about the health program? How much 
has the span of life been increased there ¢ 

Mr. Anprews. I would not know, sir. The present span of life in 
India is about 26 or 27 years. 

Senator Fereuson. You do not have any figures / 

Mr. Anprews. I would not know how to do that at all. I would 
say this: There are about 3 million people who die from malaria and 
attendant fever each year in India. I might tell you that part of the 
program is to lick malaria in India in the major part of the next 2 
or 3 years, and it can be done. 

Senator SparKMAN. In that native village to which I went—I do 
not know the name of it, but I had quite a session there with the vil- 
lagers, and all of the little boys proudly rolled up their sleeves and 
showed me where they had been inoculated or vaccinated, and there 
was a little medical building where we went, an unassuming build- 
ing, but apparently it was doing a good job. 

Mr. Anprews. It is amazing what can be done, and I said I do not 
like to brag about these things, but you go into some areas where the 
whole village will come out and meet you and thank you for taking 
the scourge of trachoma or dysentery or something away from that 
village. That has to do with sanitation, sanitary water supply, little 
old fifty-, sixty-dollar well. 

Malaria, for example, on the Caspian Sea in Iran, the incidence has 
been from 80 to 100 percent a year. Last year we reduced it to 
an average of 20 percent, and some villages as low as 5. 

The other point is—I will not say all over—but I can show you 
places where this malaria program has increased the production of 
from 15 to 40 percent over a given area, because the people have been 
able to work and to get out. 

When the monsoons end, and you get ready to either harvest or 
plant your crop, malaria hits, and some 80 percent of the village is 
sometimes down, and that is a very critical period in between the 
monsoon end and when you plant again. You have got to have 
people who are able to work. 

As Senator Ferguson has implied, I am afraid if we do the health 
job too good, it will make the agricultural job almost impossible, sir. 
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Senator Frreuson. I was asking that seriously. Health was men- 
tioned about the sewers. 

Mr. Anprews. That is right. The health program at the present 
time, our breakdown on activity, is 30 percent directed to agriculture, 
20 percent directed to public health, 10 percent directed to education, 
and the rest, 40 percent, includes roads, industry, transport, natural 
resources, and a whole category of things. 


FOOD SUPPLY IN INDIA 


Senator Frereuson. But you do raise that other question ; what about 
that? You say that if you increase their health you are not going to 
supply them with food. What are they going to do, die of starvation? 

Mr. Anprews. Theoretically, that is true. A lot of people say as 
you increase the standard of living and increase outside interest. and 
outside activity, your birth rate goes down. There is some evidence in 
some work done in Egypt to more or less justify that assertion, but 
I am not an expert enough on population to know, sir. 

Senator Sparkman. They are allowing birth-control teaching to 
be 





Mr. Anprews. Oh, yes. As I told the committee last year, India 
has an open campaign on birth control, and one of the frankest films, 
I guess, in the English language being shown in every temple, every 
village, hut, and motion picture show, and everything else—that is 
being shown. 

Mr. Garpriner. If I could break in with an example, sir, in Greece 
malaria has been eliminated, and agricultural production has in- 
creased by leaps and bounds, partly because you have more energetic 
people. 

Mr. Anprews. It is an astounding thing, and we can give you 

Senator Sparkman. I’ know from actual experience what malaria 
will do to you when you ought to be out working in the field. I know, 
because I used to have it every year. 

Mr. Anprews. There is something we do not realize, but do you 
know that there were only 16 cases of bona fide malaria reported in 
the whole United States all of last year? That will give you an exam- 
ple of what we can do. 





TCA-MSA MERGER 


The Cuatrman. I would like to ask a question. The committee has 
heard about a contemplated shift of TCA from the State Department 
toMSA. In view of the fact that last year this committee was opposed 
to the transfer of certain TCA programs to MSA, would you discuss 
this further with the committee? Will the committee be informed 
before any shift is made? Will such a shift change the nature of 
the TCA program ? 

Mr. Anprews. Sir, I am merely a man who works here, and the de- 
cision on the TCA-MSA merger is at the very high level, grew out 
of a recommendation of the Rockefeller committee, and I understand 
it is a policy of the White House—I have not been consulted, and I 
would rather not comment on that, if I could, sir. 

Senator Sparkman. Mr. Chairman, would it not require either leg- 
islation or a reorganization plan to do it? It could not be done by 
executive order, could it? 
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The CuatrmMan. Reorganization plan, I suppose. 

Mr. Anprews. You can transfer TCA, as such, just TCA as a body. 
All the power of the Act for International Development is in the Pres- 
ident. He can transfer it to the State Department, he can transfer it 
to MSA, he can transfer it to Agriculture, he can put it in the middle 
of the road. So far as pic king } it up, you could move it. But when 
you come to integrate it administratively and all of that sort, it takes 
a reorganization act. 

Senator Smiru. Just a brief question. Did you run into the work 
of Dr. Peyton of New York in the Middle East or Iran in connection 
with trachoma ? 

Mr. Anprews. Yes, sir. 

Senator Smiru. He is a great friend of mine, and all wrapped up 
in the work he is doing there. 


SANITATION PROBLEM IN THE MIDDLE EAST 


Mr. Anprews. Well, sir, I am afraid to make this prediction, but 
trachoma, of course, in the Middle East before it can ever industrialize 
or ever cope with the mechanical age, has got to lick trachoma, be 
cause a blind man cannot run a locomotive or repair a plow. 

Senator Smiru. Precisely. 

Mr. ANpREws. seo a can be licked with two injections of one of 
the new sulphas, but unless you improve the sanitation of a village, 


in a month after he is cured, he is right back with the same rie so 
our attack is cooperating with the doctors on that, but with the eat: 
tary water supply and just plain ol | soap in some of these villages; 
and you can he kj . You ean lick a ‘homa without a que tion of 
doubt. | ut you oes got to take sanitary wells, and where the water 
that people wash their faces in, and water they drink, and water they 


can wash their hands has got to be free from contamination. That 
can be done, and is bei ng done with sanit iry water supplic Ss. 

Senator Siri. I am glad to hear you know of that work. 

Mr. Anprews. Oh, yes. 

Senator Smrru. Because I was interested in his enthusiasm. 

Mr. Anprews. I met him in Geneva about 2 months ago with six 
of the renowned trachoma specialists throughout the world, a man 
from Austria, 2 from England, 1 from Germany, 1 from this country, 
and Dr. Peyton, and I put it to him, I said, “Can we whip trachoma?” 
And he said, “Certainly can so far as knocking the disease out, but 
you have got to have sanitary conditions before it will stay away.” 

The CuatrmMan. Senator Humphrey ¢ 


CONDITIONS IN PAKISTAN 


Senator Humpnrey. What are you doing in the Pakistan area, in 
reference to increased productivity and agricultural yield, particu- 
larly in cereals and grains? 

Mr. Anprews. I will have to confess that our program in Pakistan 
= very long delayed in getting started. In one way I apologize for 

: but we went in there, I think, a little too fast, a little too enthusias- 
tic The people of Pakistan did not know quite what we were talking 
about, did not quite know what their requirements were, and we hi ud 
a long period or considerable see-sawing and considerable delay. I 
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had great delay in getting a United States country director out there. 
1 sent a man out, and he could not take it, and I finally have a team 
out there. 

Pakistan understands what we are going after, and the whole pro- 
gram in Pakistan almost, I might say, is shooting at increased agri- 
cultural productivity, you have got to. That country, if it has not 
got that, it has nothing. 

Senator Humrurey. Are the health problems there as aggravated 
as they are in India? 

Mr. Anprews. Yes, just as bad. 

Senator Humrurey. So does your ratio of allotment to funds work 
the same? 

Mr. Anvrew. Not quite as high, because Pakistan is devoting a 
little more of their own money to it than we are. I think we are 
working with WHO, and have one man out there to advise them from 
a technical standpoint. We will send in a lot of DDT and sprayers 
and all that thing. 


COOPERATION BETWEEN TCA AND U. N, AGENCIES 


Senator Humrurey. You mention WHO. When the TCA works 
in a country or area like Pakistan does it have a close working ar- 
rangement with the United Nations organization ? 

Mr. Anprews. So close that maybe this will not be pleasing to 
Senator Sparkman, so close we have now an agreement between WHO 
and TCA medical that we will approach this as a combined unit on a 
country program, combined attack on the health problems there, re- 
gardless of whether a WHO man may go there or TCA man may go 
there, we both may go together, but they go in the country to knock 
out the disease ; that is their job. 


INDONESIAN PROGRAM 


Senator Humrnrey. I have some information about certain kinds 
of training programs that were going on in Indonesia. I do not know 
whether TCA does this or not, but one of the labor attachés to MSA 
or to the Embassy there told me that the Chinese Communists were 
training large numbers of young Indonesians. 

Mr. Anprews. That is right. 

Senator Humpnrey. I understand they were taking them up to 
Peiping. 

Mr. Anprews. That is right. 

Senator Humpurery. I heard they were giving them extensive 
courses of indoctrination—I mean of course, indoctrination, but also 
general education. 

Mr. Anprews. Right. 

Senator Humpurey. What is our program ? 

Mr. Anprews. We have a program down there—of course, before 
the Senator came I read a statement here of the result of the training 
program in this country on cooperatives. 

Senator Humpurey. Yes. 

Mr. Anprews. The labor group of about 50 brought in here—and 
I will say that was initiated by MSA, when the MSA was operating 
in Indonesia and, of course, Congress assigned Indonesia to TCA last 
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July, and we were very happy to inherit it, what I regard as a very 
important program. 

We have gone ahead and implemented this program. There have 
been about 50, 60 leaders in this country. 

Senator Humpurey. This year? 

Mr. Anprews. Yes. 

Senator Humpurey. Am I correct that there are a minimum a week 
that are going to China? 

Mr. Anprews. There are 1,700 that went last yea 

Senator Humrnrey. That is about thirty-some a apes and how 
many did we bring in? 

Mr. ANDREWS Fifty- five or 56, at the start of the MSA program. 
This year there are 190. 

Senator Humpurey. Do we have any information as to what kind 
of training they are getting in China? 

Mr. ANDREWS. No, sir. 

Senator Humpnrey. Is it supposed to be along the same lines, I 
mean, like cooperative and labor organization ? 

Mr. Anprews. In theory, sir. but I would have to tell you that I 
really do not know, and so far as I know, whether any of those fellows 
have come back or not, I do not know; but there are 1,700 people or 
visas of young Chinese— 

Senator Humrnrey. Last year ? 

Mr. Anprews. In Indonesia written for Communist China. 

Senator Humrnrey. Young Indonesians in China? 

Mr. Anprews. Yes. 

Senator Humpnrey. Do we have 190? 

Mr. Anprews. One hundred ninety; yes, sir. 

Senator Humrurey. Have you seen the reports of the labor repre- 
sentatives on that? 

Mr. Anprems. I certainly have. 

Senator Humrnurey. Don’t you think they are rather discouraging ¢ 

Mr. Anprews. Well, you have to have a few discouragements, sir. 


INDONESIAN TRAINEES 


Senator Humpnurey. I am not being critical. I happened to have 
sat down with some people who have been there for a couple of years, 
and what I got was a report that was shocking in terms of what we 
ought to be doing compared to what others are doing, because to me 
these programs must continuously have some relationship, not to 
what we set up as our own standards, but what the competition is about. 

If you are going to stay in business long, you cannot say that your 
sales are going to be $50 a day if your competitor’ s is $500. You have 
to talk about what you are doing and what he is doing. 

Mr. Anprews. Your program, as you know, in Indonesia is rela- 
tively small, and we have to divide up these trainees more or less 
among the agricultural, health, labor, and other areas, and more or 
less on the request of the government, and they did send 35 of these 
young labor leaders up here, and they spent quite a long time in this 
country. 

Senator Humrnrey. I merely want to bring this out now because 
I have had reports within the last month or two that some of these 
men are coming back, and they are going into the union mov ement 
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in Indonesia and the farm cooperative movements. They are going 
into these farm-cooperative credit movements, fully indoctrinate 
trained Indonesians coming back from Peiping. I think we have 
to face the facts that when you bring back, as you will, within another 
year 17 or 18 hundred Indonesi: ns from China as compared to the 
190 or 240 that we may have, in 2 years, then we will have a difficult 
situation to face. 

( Nore.—Subsequent to the hearing the following information was 
received :) 


ADDITIONAL INFORMATION SUBMITTED BY Mr. ANDREWS 


Of course, our training activities in the Indonesia program are by no means 
confined to the Indonesian trainees who come to the United States or other 
countries at our expense. Actually we are more interested in setting up in 
Indonesia schools and other institutions which will perform the function of 
technical training right on the spot. For example, we have helped to set up 
a nurses’ training school in Bandung which is graduating an average of 60 
nurses at each course who will then go out to staff the hospitals and rural-health 
centers throughout Indonesia. At another training institution near the capital, 
Djakarta, our United States technicians will help to train Indonesian agricul- 
turalists in the operation and maintenance of tractors and other farm machinery. 
And at the English Language Institute at Djogjakarta, our technicians are help- 
ing to train Indonesian teachers of the English language in classroom methods 
and in English-language instruction. Student teachers are being graduated from 
this school at about the rate of 400 per year. So that when you add up all of 
these various training activities which are being carried on right there in Indo- 
nesia, where the work is most critically needed, you can see that we are involved 
in a training program on a much wider scale than the figures which I quoted be- 
fore on the Indonesian trainees coming to the United States would indicate, 


TCA FUNDS FOR INDIA AND PAKISTAN 


Senator Humenrey. How much money are we expending in Pakis- 
tan for the whole TCA program? I know it is here on the chart, 
but it is kind of hard to break this down country by country. 

Mr. Anprews. For next year, 1954, we are asking for $13,500,000 
on the straight technieal assistance program, and $14 million for 
economic, special economic aid. 

Senator Humpnurey. I notice the budget proposal, commonly known 
as the Truman budget proposal, suggested $220 million approximately 
of TCA assistance for India, is that right? 

Mr. Anprews. I think that is right, sir. They suggested that. Of 
course, the present budget is not carrying that. 

Senator Humrnrey. I requested a compartive analysis here some 
time ago, and I have it before me. 

Mr. Woop. I think it was over $200 million—it was $229 million. 

The Cuarrman. What figure did you agree on? 

Mr. Anprews. Two hundred and forty-nine million dollars. 

Mr. Garvtner. India and Pakistan. 

Senator Humpnrey. What is the revised budget request for India 
and Pakistan? 

Mr. Garprner. One hundred thirty-seven million, five hundred 
thousand dollars 

Senator Humpnrey. One hundred thirty-seven million, five hun- 
dred thousand dollars. 

Let me get that point clear. TI am trvine to get the record straight 
on this, The $137-million-plus is strictly TCA ? 

Mr. Woop. And special economic assistance. 
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Senator Humpurey. Special assistance / 

Mr. Woop. Yes, sir. 

Senator Humpurey. The $249 million is the comparable figure for 
comparable projects ¢ 

Mr. Woop. Yes. 

In addition, it is likely, although the decision has not yet been 
reached, Senator Humphrey, and you are aware of this, [ am sure, 
that we may wish to ask for additional funds, either as grants or 
loans—we do not yet know in what form—to deal with a special 
drought emergency which is—— 

Senator Humrurey. In the Pakistan area ? 

Mr. Woop. Developing in Pakistan. I think that covers the whole 
gamut of our possible request for funds for India and Pakistan. 

Senator Humpnrey. Do not misunderstand my next question, be- 
cause it has no political motivation at all. I am interested only in 
the project. When you have funds of $249 million that were prov ided 
or asked for in one budget, and then you get that down to $137 million, 
does this represent a scaling down of American assistance on a like 
number of projects? In other words, let us assume there were a hun- 
dred thousand projects under the $249 million; are there still 100,000 
projects under the $137 million but less American assistance to each 
project, or how does this work out? 

Mr. Anprews. I would like, sir, if the Senator permits me, to let Mr. 
Loftus, who is from India, and who has made recommendations and a 
long study on this whole thing, to discuss that problem with you. 

Senator Humrnurey. I would like to get that information. 


UNOBLIGATED BALANCES 


The Cuarrman. First, I think in order to throw a little light on that, 
you might tell him how much of the previous authorization and appro- 
priation is unspent now. 

Senator Humrurey. Yes; I should have asked that question, by the 
way. 

The CHarrman. That will help him in arriving at the figure. In 
some places they have been accused of moving in too fast, and yet I was 
happy to find there was considerable money uns spent and unobligated. 

Mr. Anprews. It has all been obligated, sir; it is really ob ligated, 
because what we did, we signed a contract with India, and we put $50 
million up, and they put $50 million wp, and I regard that as obligate “dd 
morally, at least. 

Now, when it comes to obligated on specific projects, with the letting 
of one more tube well contract group, and two or three other small out- 
fits, all of the money of last year, 1953 will have been obligated—there 
will be a little carryover, I think, in this area in the form of a shortage 
of personnel or something of that kind, which will be a carryover of 
funds, but we simply will not be able to tell you what they are. 

Senator Humpnrey. Will they be large or minor? 

Mr. Anprews. No. I imagine for the area it will be $1.5 million, 
which would be ample. Unless we take Burma, we will have some 
savings in Burma, and that might run as high as $10 million. There 
is considerable fluctuation there. 

Senator Humpnrey. Is it a fair statement to say that all of the funds 
which were made available to you in fiscal 1953 as yet have not been 
expended ? 

Mr. Anprews. That is right. 
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Senator Humpurey. That there are funds which can be directed 
toward continuing projects in fiscal 1954? 

Mr. ANDREWs. Oh, yes, sir. 

Senator Humpuner. So that those funds will be added to this $137 
million. 

The Cuarman, There is also some in 1952. 

Mr. Woop. I do not think that quite states it. The funds for 1953 
will, as Mr. Andrews just testified, have been obligated by the end of the 
fiscal year for specific plans. All the expenditures on those plans and 
pres will not have been made. The money will not actually have 

een paid out. 

Senator Humpnrey. I understand. 

Mr. Woop. Therefore, those funds, since they have been obligated or 
will have been by the end of the fiscal year, will not be available for 
commitment to other and additional projects. They will be needed for 
spending when those projects have gotten to the point where actual 
expenditures are required. 

Senator Humrnrey. Yes, sir. I am familiar with that, and also 
when we set money aside we have not spent it, but it is gone for all 
practical purposes. 

Mr. Woop. That is right; it is not available for additional or 
other projects or plans in fiscal 1954. 


DIFFERENCES BETWEEN ORIGINAL AND NEW BUDGET REQUEST 


Senator Humpnrery. We are up to fiscal 1954 with a new budget 
proposal of $137 million plus. My question is directed toward 
this objective: Was the $249 million in the Truman budget arrived 
at by going over the number of proposals and plans that TCA and the 
cooperating countries had drawn up and, therefore, they felt that 
there was a need for that amount of money, or was this a figure that 
somebody said, “Well, I think we can use this much; I think we can 
develop projects if we get this much and, therefore, let us have this 
much.” 

Do I make my position clear to you, or my question ? 

Mr. Woop. Mr. Loftus is able to answer that. 

Mr. Lorrus. Senator Humphrey, I can speak only for the India 
proper part of it. 

Senator Humrurey. Let us speak only about one country. 


TCA BUDGET FOR INDIA 


Mr. Lorrvs. Take your last question first, the original budget 
request was drawn up on the basis of selecting out of the Indian 
Government development plans those projects on which we thought 
we could be of the greatest help, and where our help was most needed. 
T am talking about the things where we have a proven capacity to 
help. 

Then the subsequent reductions in the budget that were made were 
made pursuant to a general policy of setting a ceiling on the total 
foreign-aid expenditure, and which required us at Delhi to recommend 
what could be sealed down, and then the reductions took the form 
of reducing the size of the largest categories, things that we had 
previously recommended we help on. The most conspicuous example 
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is the river valley development program, where you could bring these 
major irrigation and power projects, such as Hirakud here, bring 
them to a much earlier completion, and get your food results very 
much sooner if you could use power shovels and trucks and he AVY 
eq 2 end generally rather than the head basket and the human back. 

sll, when it is necessary to retrench, that was one place at which 
we could take a large slice of money out. It means, of course, that 
you lose that pace of progress on the completion of the dams, but if 
we have to cut, we have to cut there. 

Another large part of the cut came in supplies of steel and fertilizer. 
Now, as you know, I am sure, the purpose of the provision of steel 
is to make effective the recommendations that all of our agricultural 
technicians give as soon as they seen Indian agriculture, ‘when they 
say, “But these are not the tools you should be using; you should be 
using sensible plows.” 

Well, now, the Indians know it, but knowing it they cannot do much 
about it because they have not got enough steel. They have to allocate 
very closely for every purpose, and we have been in previous years 
supplying relatively small but substantial amounts of steel with an 
understanding that it is earmarked only for this purpose. In other 
words, we will add so many thousands tons of steel to the allocable 
pool, if you will allocate it all, in fact, to implement manufacturers. 

We wanted from the Delhi end, we had hoped to be able to move 
very much faster on that in this forthcoming fiscal year, but having 
to cut this was an item again that could be cut. I mean it is an in- 
finitely divisible thing. You do not have to eliminate a project. 


BUDGET CEILING 


Senator Humrurey. Let me stop you there. In other words, a ceil- 
ing was set within recent weeks, and you then had the responsibility 
to ‘curtail, to cut down, and to adjust your program within that ceil- 
ing; is that correct ? 

Mr. Lorrvs. Essentially, to recommend. I mean some of the de- 
cisions were made jointly between TCA, India, and TCA, Washington. 

Senator Humrurey. Yes. What I am getting at is that the recom- 
mendations which have been made are recommendations which have 
been arrived at by consultation between the participating groups in 
the field, as well as at the Washington level? 

Mr. Lortus. Oh, yes; very much in the field; but not, of course, at 
this stage by consultation with the Government of India, because we 
have not told them what we intended to do. 

Senator Humrnrey. Let me take a project like the Hirakud project. 

Mr. Lorrus. Yes. 

Senator Humpurey. Is it not related somewhat to the political sit- 
uation in India? 

Mr. Lorrus. Oh, very much. Every one of these large irrigation 
prapeots. 

Senator Humpnrey. My question leads to this: We are going to be 
concerned about communism in India just like we are about commu- 
nism every place else, as we are now. We have the example of China 
that stares us in the face, where it is gone, and there is much wailing 
and much groaning and gnashing of teeth because this has happened. 





456 MUTUAL SECURITY ACT OF 1953 


I joined in that general feeling of remorse and despair about what 
has happened in China. 

Now, I understand that a project such as the Hirakud project wa 
one of those that was outlined in a recent campaign in India, Share e 
the Government has made some commitments, so to speak, on getting 
these things done, to improve the general level of life. 

When you make a cut in a project such as that, is it not a question 
relating to the foreign policy of this country? Is that not a question 
that should be considered by the Department of State, and not to 
have such a decision left to a lower level. Should it not conform with 
our foreign policy, or do we have a foreign policy ? 

Mr. Lorrus. The State Department was a party to this in setting 
a ceiling. 


POLITICAL SIGNIFICANCE OF HIRAKUD PROJECT 


Senator Humrnurey. I mean a total ceiling. But there is also a 
matter of emphasis. No matter what kind of activity you are in, and 
if you are ina political campaign and you are running short of money, 
you have to make decisions as to where to use it, because you have an 
objective. 

In this sort of a situation, they should have an objective. Where 
you get involved in high policy, where the stability of a nation and 
the stability of a gov ernment is concerned, then I think the State De- 
partment ought not to just permit TCA to make choices as to what 
little places they should cut. This may be such a high priority proj- 
ect, that maybe this Hirakud project should have been given a higher 
priority. 

Mr. Lorrus. In India I am the counselor of the Embassy for eco- 
nomic affairs, but I am also the economic adviser in TCA. There is 
no such division in fact, in New Delhi, as your question implies. 

I would like to go a little further back though in the answer because 
you say that Hirakud m: iy have great political significance. 

The entire 5-year plan in India has very great political signifi- 
cance, 

Senator Humpnrey. I understand that. 

Mr. Lorrus. Every part of that is a political commitment. I have 
here a relatively little known appendix to the 5-year plan book. There 
are about 165 pages in here which spell out a very large number of 
political commitments which are identified by the state in which 
they will be done, the amount of money that will be spent on them, the 
time period at which they will be completed, so that the whole pattern 
of government, the whole pattern of political and economic institutions 
in India, is really on trial, and it is this type of government’s ability 
to carry out these political commitments that is being put before the 
jury box. 

Now, in that sense we, in New Delhi feel, and have recommended 
all along, that we must take a reasonably safe gamble, so to speak, 
with respect to how much total aid India needs in order to carry 
out this plan, and that is sort of an arithmetical exercise, and when 
you engage in that arithmetical exercise, the safe figure that you come 
out with is about $600 million over the remaining period of the plan, 
that is, over the next 3 years. 

The CuatrrmMan. Outside aid, do you mean? 
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Mr. Lorrus. No. This would be after making allowance for reason- 
able probabilities of assistance from other outside sources; this is the 
net residual short fall of financial resources for India. 

Senator Humpurey. What the chairman is saying is that you need 
$600 million from the United States; is that right ? 

Mr. Lorrus. Yes, sir. 

Senator Humpurey. That is your calculation ? 

Mr. Lorrus. Yes, sir. 

The Cuarrman. Over how many years? 

Mr. Lorrus. For the balance of the 5-year plan. They are in the 
third year; they just started the third year. 

Senator Humpnrey. Did you indicate to me that if we appropriated 
$137 million, next year you are hoping we will appropriate $300 
million ? 

Mr. Lorrvs. I think this, Senator Humphrey, the decision having 
been taken to ask for only $110 million to India this year, we will 

need to give a very ¢ areful look next year as to what our national in- 
terest requires in terms of India’s ability then, apparent ability, to 
carry out the plan notwithstanding. 


POLITICAL SITUATION IN INDIA 


Senator Houmpnrey. That is what I was trying to get at in the be- 
ginning here. I am trying to equate what is the political problem in 
India which has been ‘brought to our attention peate diy, with our 
economic assistance, its ap plic ation, its inte nsity, it extensiveness, 
and all the factors involved. From what I gather this is an area 
where there is a political gamble again. 

Mr. Lorrvs. That is right. 

Senator Humpurey. The Government is under severe strain, is it 
not ? 

Mr. Lorrus. That is right. 

Senator Humrurey. It is really under the whiplash of the Com- 
munist opposition on this 5-year pli in; is it not? 

Mr. Lorrus. Very much so. 

Senator Humpurey. It has become the hottest political thing in 
India; that is my information. I have not talked to Mr. Bowles; I 
have not seen him, but I have talked to a number of students, mission- 
aries, and business people, and I found out that the problem is very 
serious. ; 

What I am worrying about is the $110 million out of this $137 
million; is that what it amounts to? 

Mr. Lorrvs. 110 million as against $200 million. 

Senator Humpnrey. Yes. I wonder whether it is so inadequate that 
it may even jeopardize the whole success of the plan. 

Let me put it this way: In other words 

The Cuarrman. What about this extra $50 million they have not 
spent and the $50 million that the Indian Government is supposed to 
meet, and what about the amount you have not spent in 1952; is that 
part of this same plan? 





OBLIGATED FUNDS 


Mr. Lorrus. Yes, sir. Actually, in the case of India, of course, 
we do not keep the accounting records in Delhi, so I cannot speak 
with absolute assurance, but we have obligated in the sense that Mr. 
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Andrews was speaking of before, all of the money—we have entered 
into firm and very specific agreements as to how it is to be used, and 
the expenditures are going at a very high rate after making allow- 
ance for certain special cases, the tube-well projects, for example 
where they have davilopel contracting difficulties that no one ha 

foreseen on our side and the Indian side, and it took much longer 
to get the tube-well project to the stage of final negotiation of very 
specific contracts with identifiable contractors who now are under 
legal obligation to deliver quickly. 

Now, then, the expenditure, once that contracting difficulty has been 
overed, and it has been overed now, and all the contracts are let, 
now the expenditures will go as fast as those contractors will go— - 
as fast as they will go, and they are being driven by the Indian Gov- 
ernment, by us, to go just as fast as they can, I mean, to start digging 
some wells now. 

We regretted that we had to spend 11 months negotiating the con- 
tracts. 

The Cnatrman. This is my point. I think that Senator Humphrey 
has made his position very clear, and I think anyone who reads the 
record will understand what he is driving at. What I am trying to 
find out is: Will not this overall plan, that you say has been obligated 
but not spent, have to be deducted from the amount that you think 
is necessary to finish the job, because it is not spent as yet ? 

Mr. Lortus. No, sir, because this is a financial calculation where you 
look both directions. 

As I mentioned before, we are in the third year now of the plan. 
In the arithmetic which I have in a statement here which I will file 
with the committee, if you take the arithmetic of the 5-year plan, the 
$600 million figure, that total apparent deficit that I indicated, is after 
you deduct all that they are ikely to get from non-United States 
sources in the 3 years to come, and all that they have already got from 
all sources in the 2 years that have expired, you see. 

In other words, our 

The CuHarrman. You do not have that yet. 

Mr. Lorrvus. But they have taken credit for it because it is promised 
to them, and they have subtracted it already in their arithmetic. 





DETERMINING If AID IS ADEQUATE 


Senator Humpurey. Mr. Chairman, may I say something? 

The Cuarrman. It all depends on what you mean. He tells me 
there is still $50 million in the checkbook, and $50 million coming 
from the Indian Government, but obligated to carry out the plan. 
There is $100 million right there, and the point I want to make clear 
is that certainly somebody must have given thought to this problem. 
I just heard today a very great speech by General Bradley before the 
Women’s Press Club, and I put it in the Record. I suggest that it is 
rood reading for everybody, because while he is leaving the service, 
he evaluated the overall world situation, including our own ability to 
meet these demands, and what they meant. 

We have got to think the thing through from the standpoint of our 
own resources. If you say this is counted in, this $100 million, then 
you have done what I am talking about. One hundred million dollars 
means a lot. 
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Mr. Woop. The $600 million, Mr. Chairman, was after assuming 
the delivery of the goods involved in the previous appropriations, 
meluding the one we now have. 

Senator Humpurey. My point, to use a simple analogy, is that if a 
patient has pneumonia and is in a hospital or, let us say, he is the 
victim of an accident, and the doctor is afraid he is going to get pneu- 
monia, his calculated diagnosis is that this a will get pneumonia 
or will die of shack. So, what does he say? He does not say that you 
should give ium 20,000 units of penicillin; he says that he must get 
350,000 ‘units of penicillin 4 times a day. If you give him 20,000 units 
of penicillin you are just wasting it because he is going to die. 

If you give him 50,000 units he is still going to die. If you give 
him 175,000, he may, with the hand of the Lord on his brow, get 
through. What I am getting at is if the figure which has been cal- 
culatea or arrived at by you and your associates is a minimum of $600 
million, and we look and we now pace ourselves on the basis of, let 
us say, of putting in under present estimates of about $400 million over 
the next 3 years, let us say, or $100 million this year, maybe not much 
more in the next years, maybe the money that we have put in there 
will be something like the 20,000 units of penicillin. 

I think this is a reasonable objective point of view, if our best 
minds say, and our best people say that it takes a certain amount of 
money to do something vitally needed in the politics of the country, 
in a volatile political situation. What I am asking is maybe we 
ought to spend a little bit more now rather than to have to rush them 
¢300 million worth of military assistance 8 months later. I happen 
to believe in this area that the economic and the technical side is a 
whole lot more important than some of the guns that we are sending 
there—that is just my prejudice, my opinion, and what I am worried 
about, as a member of this committee, is whether or not we are doing 
all that we should. 

I might be willing to cut down some place else. I happen to think 
that maybe some of the Western European countries are in a much 
better situation to carry on than, let us say, some of the near eastern 
and far eastern countries. I personally would like to see some adjust- 
ment of the figures. I am just expressing my point of view, because 
! believe in doing that. 

I think this is economy which may lead us to something more than 
we expect. I hope your calculations are wrong, about $600 million. 

Mr. Lorrvs. I am afraid they are on the low side inasmuch as In- 
dia’s own calculations in the plan set the figure at about 750 million. 


AID PROGRAM IN RELATION TO NATIONAL RESOURCES 


The Cuairman. Colonel Wood, you are up here to justify this pro- 
gram now. The Senator from Minnesota has made a very serious 
argument. Certainly we cannot assume that those people who have 
arrived at this figure had no basis for their conclusion. 

They must have given consideration to the overall situation and, 
furthermore, my good friend from Minnesota assumes that the peni- 
cillin he is going to keep this patient alive with is going to give him 
health and vigor, and so forth. That is an assumption for which 
there has not been any proof yet. There is no proof on that subject. 

I say it is pretty nearly time for us to recess, but I will come back here 
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at 10 o'clock tomorrow morning, and I think what you should be pre- 
pared to do is to come along and analy “" this program, and if anything 
wants to be justified, then | you justify it. Otherwise, I see no reason 
to go on. 

Mr. Woop. We are prepared to go on. 

The CHarrman. I cannot assume that those who have given us these 
figures have gone off the deep end. 1 think our problem is going to 
be to hold the line after what has happened in Europe and after what 
has happened on the floor of the Senate. We know the situation, and 
the letters coming in indicate clearly to me an unsettled condition. 
You go ahead and interject into this’ that you are going to take from 
the farmers of Minnesota another $200 million, and those of Wisconsin, 
whose dairy products are way down, and I tell you you have got 
something to justify here. So it is easy enough to say that vou are 
going to send these other hundreds of millions over ther e, when our 
own economy in many respects is in some spots very unhealthy. There- 
fore, we have got to think these things all through. 

1 am glad that Senator Humphrey brought this up. He is a fertile 
minded young adventurer from Minnesota, and I listened with profit 
to the way he presented his argument. T will say that. 


JUSTIFICATION OF AMOUNTS 


Senator Humpmrey. I want to make my position clear. I came to 
this committee, and I have said publicly, my assumption is that the 
figures presented to us by the President and the Mutual Security Ad- 
ministrator are figures that are justified. I am trying to at least hold 
the figures that are there, that ismy feeling. 

I think they have done everything they ‘an within reason to be 
economical and to be practical. I am not critical of the program. 

My only concern is that in certain specific areas that we have differ- 
ent situations, there are no generalities in the world: there are specifies, 
and from my point of view I am concerned about the specifics. Gen- 
eral figures are nothing less than some total aggregates. 

What is important is the specifie economic data that makes up these 
general figures and their specified determination to precise and 
particular areas. 

Now, one of the areas that seems to be of very critical importance 
is the India and the Pakistan area in many ways. There are differ- 
ences between the two countries, the unsettled political conditions 
within the countries, the fact that India has a critical position in Asia, 
from the very geopolitic angle of India, it is of fundamental im- 
portance. 

Now, I am not being critical of the $137 million for the India- 
Pakistan program. I hope that is all we need, but I want to say right 
now if I thought that another $25 million was what we really needed 
to do the job, ‘T think we would not be doing a wise and frugal thing 
to have only $137 million. 

However, if the $137 million can be spread out over the program on 
a calculated risk basis, as we always do in any of these things, with- 
out jeopardizing either the pr ojects or the political situation, then I 
am for it a thousand percent, and I am of the opinion that Mr. 
Stassen and the President went over it very carefully and, of course, 
the officers of the Technical Cooperation Administration. I assume 
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that they are right. But my only interest in the interrogation is to 
verify their judgment, that is all. It is not to be critical of their 
judgment, and I want the record to be perfectly clear. 


CONSIDERATION GIVEN PRIOR TO REQUESTING AMOUNTS 


Mr. Woon. Mr. Chairman and Senator Humphrey, I was about to 
comment on this. I think I need say very little in view of what Sen- 
ator Humphrey has just said. The figure was arrived at after the 
most careful consideraiton of the situation that must be met in India. 
I think it is true that the tendency was to try to reduce the program 
as much as consisent with the final views of the President and the 
National Security Council concerning what needed to be done. 

This figure was not reached arbitrarily by simply cutting; it was 
reached after the most careful study. It is, we feel, as is every other 
item in this program, as low as we dare go, and I certainly welcomed 
the statement of Senator Humphrey to the effect that he was prepared 
to stand for this figure and that the purpose of his questioning was to 
bolster the case for that figure, a case which, I think, is an overwhelm- 
ing one. 

Senator Humpeurey. The purpose of my questioning was to get you 
to state what you are stating right now. In other words, rather than 
have this record look as though it were just sent down here, what you 
are telling me and what you are telling the committee is that this was 
gone over very carefully and was gone over at very high level with 
the National Security Council and the President, so I want to put at 
rest once and for all some of the comment I have heard and read that 
these figures were just arrived at. I think that was an unforunate 
and, I think at times, a’ partisan comment. 

I happen to be in support of the President’s foreign policy. I make 
no bones about it, and I want to make sure the record reveals this was 
gone through very carefully. I think Mr. Stassen is keenly interested 
in the Far East, much more than some others have been, and I am 
very happy that he is interested in it. 

Mr. Woop. The conclusion was that this is the minimum, but that 
this program could be justified. If the Congress gives us the funds 
which we request, at least so far as fallible human beings can tell, 
this will do the job that we are setting forth to do. 

The CuarrmMan. You do admit there are a few fallible human beings 
around. 

Mr. Woop. I always attempt to be honest, Mr. Chairman. Have I 
made the point clear? 

Senator Humpnrey. You have. 


DOCUMENTATION FOR REQUESTED AMOUNTS 


Mr. Woop. This was very carefully gone over, by men of great 
pees ism and with a know i of this situation you could, obviously, 

enator Humphrey, Mr. Chairman, and Senator Smith, do more with 
more money, that is perfectly clear; but it was thought that an ade- 
quate job could be done with this amount of money. If it is cut be- 
low this figure then, as Mr. Stassen and the President himself and 
others have said, including Secretary Humphrey, then our national 
security would in the judgment of the members of the National Se- 
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curity Council and the President, after careful review, be jeoparized. 
Iam only ae my betters when I say that. 

Senator Humparey. Well, I surely accept your testimony, and may 
I say the reason I wanted this testimony is that some of us are going 
to have to be prepared to defend these figures, and I would rather 
have these figures be defended by the explicit testimony of men like 
yourself rather than for just a member of this committee to get up 
and say, “Well, this is what they asked for.” 

To ask is one thing, but to ask by reason and by careful evaluation 
is another, and I think that the record’is now rather complete on the 
subject. 

The Cuarrman. I think you have made a provoking case. 

Mr. Woop. Could I just add one thing? I want to put a fact into 
the record. 

You will recall that in the testimony of Mr. Stassen and others it 
was stated that the emphasis on the importance of the Far East is 
such that it is the one area of the world in which more money is re- 
quested than last year. 

Senator Humpnurery. The sum total of all the areas. 

Mr. Woop. On the economic side. 

Senator Humpurey. I said that I felt that they, Mr. Stassen and the 
President and the Secretary of State, are very understanding and 
sympathetic and concerned about this area, and my purpose, sir, to 
make it very clear, is that we are going to have the fight of our lives 
to be able to hold these figures, and I need the documentation. 

(Whereupon, at 5: 35 p. m., the committee recessed, to reconvene at 
10:30 a. m., Saturday, May 16, 1953.) 
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SATURDAY, MAY 16, 1953 


Unrrep STatres SENATE, 
CoMMITTEE ON ForreiGN RELATIONS, 
Washington, D. ¢ 


EXECUTIVE SESSION 


The committee met, pursuant to recess, at 10:45 a. m., in the 
Foreign Relations Committee room, United States Capitol, Sena- 
tor Alexander W iley (chairman) presiding. 

Present : Senators Wiley (chairman), Hickenlooper, Ferguson, and 
(rreen. 

Also present: C. Tyler Wood, Deputy to the Director, Mutual Se- 
curity Agency. 

The Cuarrman. All right, gentlemen, the committee will come to 
order. Will you proceed ? 


STATEMENT OF STANLEY ANDREWS, ADMINISTRATOR, TECHNICAL 
COOPERATION ADMINISTRATION, DEPARTMENT OF STATE— 
Resumed 


Mr. Anprews. Sir, I apparently left 2 or 3 things dangling here in 
answer to some of the Senators’ questions. 

The Cuarrman. You are conservative, aren’t you ? 

Mr. Anprews. Maybe everything is dangling. 


INFORMATION PROGRAM OF TCA 


With reference to Senator Hickenlooper’s comment on those bulle- 
tins and information. In the first place the legal opinion that I 
got was not from the State Department. It was a general interpre- 

tation of the amendment prohibiting propaganda issued from the 
Office of the Director for Mutual Security, and a copy will be filed 
here. 

(Memo was inserted at p. 435 of the hearing.) 

The Senator also asked what happened to this material, how it was 
sent out and where. We send this material out to the State Depart- 
ment list. The State Department has a list of people and magazines 
and newspapers and others that receive various types of publication 
materials that they have asked for. 

We sent this out through that list. No other copies were sent out 
unless they were specifically requested by schools, agencies, associa- 
tions, and various other agencies. 
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We have the details on that for the record. The other point is 
with reference to information that is put out in the field. That is 
done through the USIS organization of the State Department. We 
do not have information or publicity agents for TCA within the 
country. The normal facilities which are used by the USIS are 
used in disseminating any information with reference to this program. 

Mr. Woop. USIS stands for United States Information Service. 

Mr. Anprews. That is right, sir. 


FUTURE EXPENDITURES ON TECHNICAL ASSISTANCE 


The other one was Senator Mansfield’s question on how much money 
we would be spending over the next 2 years, that is, whether these 
programs will gradually decline in cost. 

I think I left the impression that they would decline in cost; that 
as one project dropped off, the amount of money would go down cor- 
respondingly the following year. That is somewhat a personal opin- 
ion, and of course this whole program is under review by the admin- 
istration, Mr. Dulles, Mr. Stassen, and the whole group over there 
who are looking at this program and will no doubt decide on a 
pretty well-defined long-time policy on it in due course. 

I think I would be wrong if I said, or left the impression, that the 
program will largely be finished in the next 2 or 3 years and appro- 
priations can drop off ot forty or fifty million dollars as a program, 
or to nothing. I feel that if we are not prepared to spend about $100 
million a year in this type of thmg—I am talking now of technical 
assistance—over a period of from 5 to 10 years we had better quit 
now, because this is a program of trying to improve a whole economy, 
and when you solve one problem to some extent you create another one. 

I will not say it is a continual thing, that you have to put more 
and more money in, but if you do this job, it is going to take a long, 
hard, patient pull with a relatively small—in terms of the way we 
spend money now—amount of money, although $100 million is pretty 
big to me. 

I did not want to leave the impression that this would drop off very 
rapidly if we continue this type of program in the 35 countries we are 
in. 

The other point I would like to leave is this matter of trainees. 

Senator Green. May I ask you a general question? Are these 
proposals that you are advocating approved by the State Depart- 
ment ? 

Mr. Anprews. Sir, at the present time that is the policy, but as L 
said before, it is all under review right now. 

Mr. Woop. These programs you are presenting—— 

Mr. Anprews. Oh, yes, absolutely. 

Mr. Woop (continuing). Have been worked out ? 

Senator Green. That is what I am talking about. I don’t see why 
we should take our time to consider them if they haven’t been approved 
by the State Department. 

Mr. Woop. Full approval of the State Department, the Director of 
Mutual Security and the National Security Council, Senator Green. 
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THE TRAINEE PROGRAM 


Mr. Anprews. There is one point I would like to have frankly just 
for the record, in the hope that it might answer some criticism that 
probably the Senators have heard with reference to the trainee side of 
this program. 

I am sure you heard that when these trainees come to this country 
and go around the country, they get a lot of bigs ideas, and when they 
go back to their home country they are no good. They are just too big 
to work, or do not find themselves a job there. 

Senator Fercuson. Didn’t we find that exactly true with the Amer- 
ican Indian? We sent him to our higher learning institutions. He 
stayed there, and when he went back— 

Mr. ANprews. He went back to the tent. 

Senator Fercuson. He just had really no place to go. 

Mr. Anprews. One thing I wanted to say, the only place, Senator, 
where we have any gage of what has h: appened to these trainees and 
where we have made | any study on it was in the Latin American areas 
where these programs have been going on for 10 years. I would just 
like to read what happened to 81 trainees that have come to this coun- 
try over the last 10 years from El Salvador. I can give it for every 
one of the countries, but I would like to put these figures in the record 
as an illustration. 

Of the 81 trainees from El] Salvador who participated in the overall 
training program prior to fiscal year 1952, 4 are under secretaries in 
ministries of the Government; 27 rose to be division chiefs in various 
ministries; 14 became professors in the national university; 6 opened 
private businesses ; and others occupy key positions in Government and 
private life. That is just 1 little country and 1 little deal. 

Senator Frercuson. I don’t mean to say that some of them won't 
do well. It isa far stretch from a farm in some of these countries to 
a large farm in our Midwest. 

Mr. Anprews. That is exactly right. 

Senator Frrcvson. We have been farmers and came up from the 
days when we used the hand plow, to the multiple tractor plow today. 
I think it is a big job to have those people come over here and see thi 
and then go back and be disappointed that they can’t put all those 
tractors in those fields in the next year. 

Mr. Anprews. Some of that is true, sir. I might say, as I men- 
tioned yesterday, we are moving more and more to having the training 
done within the country, and we have a second thing particularly for 
the Far Eastern groups. We stop these people in Japan, particularly 
the agricultural people. We call it the decompression chamber, be- 
cause when they land in Japan, they see a country that has little in 
terms of natural resources and which has done a remarkable job. The 
resources of Japan in relation to the resources of most of these coun- 
tries are very small. 

That program has just gotten under way and is moving, and we 
found it very helpful, and, of course, the countries, believe it or not, 
are delighted with it. 
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FITTING TRAINEES INTO PROPER EDUCATIONAL SPHERE 


Senator Frrcuson. How can you take a man from Syria without # 
great deal of education and put him in Michigan State College of 
Agriculture or Forest1 Even an American boy from high oe 

e difficulty, sometimes in getting ‘along it 


or an American girl 
college ? 

Mr. Anprews. Of course, we are not operating in Syria, but we can 
use Syria or Lebanon as an-example. 

In the case of people going to a college like Michigan State College, 
who stay for a period of time, usually they are graduates of some uni- 
versity or institution in their own country. 

Senator Frrauson. They have had a higher education. 

Mr. Anprews. That is right, and they take higher training. 

Now there is another group ‘of what we call not quite village level 
workers, but fellows th: : have a smattering of education and can speak 
a little English and maybe have what would be a secondary or mechani- 
cal college level or matt normal school level education. Those fellows 
usually do not go to a particular school. They are brought in for 
more or less orientation courses on the way things are done. It is 
more in terms of methodology. 

Senator Frreuson. Yes; but just compare one of our Midwest 
farms to what they go back to. 

Mr. Anprews. You are right. 

Senator Frrevson. What is the use of showing him how two 
tractors with multiple plows in a thousand-acre field work ? 

Mr. Anprews. As a general rule the people that are brought in, 
and we are speaking now only of agriculture, are more interested in 
the methods we use to take the experiences of the college research 
station and applying it to a farm. 

There is very little that we can teach many of these countries in 
terms of what they need for their own country. That they already 
know, but getting that information out of the research laboratory, 
getting it out of the college, getting it out of this finely bound thesis 
and getting it applied to this little cultivator is the job, and that is 
mainly what we [ ‘ing most of these people here for, except those who 
come here for detailed and specialized training. 

Senator Frrauson. How much does this program cost ? 

Mr. Anpbrews. It is costing about $6 million. It takes about 5 to 7 
thousand dollars to bring a man over here and give him these courses 
and bring him back. 

This year there are about 1,200, sir, between 6 and 7 million dollars. 

Mr. Woop. We will put the exact figure in the record, if we may. 

Mr. Anprews. For next year it is $8,500,000. 

Mr. Woop. One more statement from Mr. Andrews on yesterday's 
testimony. 


SOUNDNESS OF INDIA PROGRAM 


Mr. Anprews. In the case of the India program, I think I should 
put in the rec ord from the viewpoint of the operator of these pro- 
grams. I might or might not as an operator have some question on 
how much a country can absorb and how much it can do and how 
fast it might be going, but I went to India very recently and went out 
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on a lot of these projects and made a study of the things that are 
going on, and the uaritens I want to put in the record, if it is of any 
value whatsoever, is that the present Indian program will be sound. 

The money can be spent, a small amount of money, to greatly 
enhance and to greatly forward the basic programs that are set for 
India. I can show you this dam project right here. When that is 
completed that will irrigate 800,000 acres of land. 

They have millions of dollars’ worth of very good equipment out 
of use for lack of repairs, and most of the machinery on that dam is 
out of repair. They have thousands of people carrying cement as 
well as dirt on their heads in constructing dams. 

A part of the money in this special ec mares aid side will go to buy 
the machine parts to the tune of about $314 million to put this equip- 
ment back in shape. We will supply the technical supervision on the 
maintenance and the repair. This machinery will speed up comple- 
tion of the project. 

That is all, sir. 


LEGALITY OF DISSEMINATION OF INFORMATION DOMESTICALLY 


Senator Frerevuson. I would like to just go back if I might, Mr. 
Chairman, and ask some questions about this propaganda. Have you 
that legal opinion ? 

Mr. Anprews. That will be over, sir, and it will be placed in the 
record. 

Senator Frrcuson. I would like to have the lawyer come up, Mr. 
Chairman. I would like to know upon what reasoning he based his 
legal opinion that this is not propaganda in violation of the statute. 

Are we under the new administration still continuing to prepare 
and print these pamphlets ¢ 

Mr. Anprews. Sir, I would say that the pamphlet that the Senators 
saw there yesterday, I think there have only been two of them printed 
since the Dworshak amendment, is an informational pamphlet within 
the meaning of the law. When those pamphlets come up, I know per- 
mary I always say, “Wait a minute here, we want to be sure,” and 

Lask for a legal opinion. 

As I just explained a while ago, the legal opinion did not come from 
the State Department lawyers. However, the chief counsel of TCA 
did advise me yesterday that, in his opinion, this was not in violation 
of the law. 

Senator Fercuson. I would have never used the counsel of your par- 
ticular agency. Why don’t you ask the Attorney General for an 
opinion? 

Why do you ask your own counsel on that kind of thing? I can see 
that you would want him to draw up contracts for you. But on a 
statute regulating what you can do by way of propaganda you should 
consult the Attorney General or Solicitor General’s office. 

Mr. Anprews. May I ask did the MSA top people consult the At- 
torney General on this whole point? Frankly, it is a pretty sensitive 
point, as far as I am concerned, because I take this thing pretty 
seriously. 
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EDUCATIONAL AND PROPAGANDA NATURE OF THE TCA INFORMATION 
PROGRAM 


To be perfectly honest with you, I think too much propaganda 
goes out. Of course, I would argue, sir, just as a person that these 
particular pamphlets were educational in nature and were not 
propaganda. 

Senator Ferauson. You tell me why you want to educate the people 
of Michigan on that point. You call it educational and not propa- 
ganda. Now what do you want to do with the people of Michigan ?¢ 
Do you want to teach them how to use the old wooden plow and ox 
or the ass in some of these countries ? 

Mr. Anprews. That is a good point, but I was speaking of education 
in the sense of information about the programs we are carrying on. 

Senator Frrauson. Is that what you call education ? 

Mr. Anprews. We have a tremendous number of requests for 
information. 

Senator Frreuson. I don’t care about the requests. You are creat- 
ing your own requests. You never send a man out to make a speech 
that it doesn’t create this request. 

Now that is what is wrong with Government today. It is pyramid- 
ing its own pyramid. Sure you can correct this. You have your 
people going around and advocating debates in the schools about it. 
I know you are doing it because I get letters for information on it. 

Mr. Anprews. Sir, as far as I know if anybody in our shop does 
that sort of thing, that is entirely new to me. I want to say this, Sen- 
ator. It is a problem as an administrator here in using Government 
money, to what extent do you accede to requests of Rotary Clubs and 
civic associations. 

Senator Frreuson. You create the requests when you print pam- 
phlets like these and send them out. I have got grandchildren and 
they want every conceivable thing they can write for. They are just 
like I was when I was a-boy, just like you were. 

Mr. Anprews. Right. 

Senator Frerauson. What do we do with it when we get it? I just 
think it is propaganda and I don’t see any education. 

Now education is to benefit a man so that he can do something along 
this line. You certainly don’t want our people in Michigan to do this. 

Mr. Anprews. I would say it is information about the program. 

Senator Frrevson. You tell me what the Dworshak amendment 
prohibited. You say this is information about the program. 

Mr. Woop. Senator, this, of course, is an area where grays and 
whites merge into each other, but the legislative record was ; clear and 
it is a matter of definition. 

On the floor and in the committee report I believe, the statement was 
made the Dworshak amendment was not to be interpreted so as to pre- 
vent full and complete information concerning this program, which 
the American people are financing, from being given to the American 
people. Now it is a matter of judgment, and not solely a matter of 
law, as to what constitutes giving proper and complete information 
and what constitutes propaganda. 
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TCA REQUESTS FOR INFORMATION 


I think it has generally been felt that where there are bona fide 
requests for information, it is entirely proper to answer these requests. 
Senator Frereuson. Now let me tell you something. I know what 
has gone on in the past in the State Department. You had a depart- 
ment with some 80 employees in the State Department that invited 
various organizations in the States down here. They were given 
secret briefing and told that they were getting inside information. 

These people were sent back home and what h: ippens¢ They start 
to talk: “Well, now I was told, of course this is in secret and I can’t 
say this except I can say it to you as a friend, but I got this kind of 
information down in Washington. See, I am on the inside.” 

The State Department brought hundreds of people down here. 
You say that is education instead of propaganda ¢ 

Mr. Anprews. Sir, that particular program I know is way above 
me, the one you refer to. 

Senator Frereuson. It is way above me. I thought we were going to 
have a change in this, I really did. But I find now that your admin- 
istration—and I know the President doesn’t back this—is doing ex 
actly the same thing. 

You are going to have an argument that this thing isn’t propaganda, 
this is education. Now Congress can’t cope with this situation. 

Mr. Anprews. Sir, as far as I am concerned I would be mighty 
glad to just stop the whole shebang. 

Senator Frrauson. You see, the American taxpayer is paying for 
these pamphlets. 

Mr. Anprews. Actually I believe we should talk quite bluntly and 
frankly about propaganda. If you want to talk about TCA per se, 
you could get a gre at deal more publicity and propaganda in the press 
of this country by playing hard to get than you can on handouts. 

I don’t suppose there have been a half a dozen handouts in our out- 
fit, I mean on speeches and all that sort of thing within the last 6 
months, but we are besieged daily. One of the Senators around this 
table sent a letter to me from a newspaper down in the Southwest. 
He wanted pictures, information, all sorts of things. 

Another one from Atlanta came out with whole pages in the news- 
paper, and that was not sent by us but requested through a Senator 
who is on this committee, incidentally. If it comes to that sort of 
thing, I think by being hard to get you can get more genuine propa- 
ganda than you can by ‘being just straightforward. 

Senator Frreuson. I collected the ‘pampli let printed by the Gov- 
ernment and compiled them in an office I have here. I took a picture 
of them, and I know that is being printed by the United States Gov- 
ernment. The pamphlets even tell you how to get bats out of a barn. 

Mr. ANprews. As far as we are concerned, we have a very, very, 
very small part in that, although the two pamphlets you saw yester- 
day in this past year since the Dworshak amendment, have been 
printed by us. 

Senator Ferevson. I want to get the cost of them. 

Mr. Anprews. That will be placed in the record. As far as I am 
concerned, if the Congress says stop that stuff, I will be only too glad 
to do it. 
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COMPLIANCE WITH DWORSHAK AMENDMENT 


Mr. Woop. Senator, may I make just one comment here to complete 
this story. I will say that I know for a fact that the agencies dealing 
with the Mutual Security Program this year have taken the Dworshak 
amendment very seriously. There has been a long and careful effort 
to attempt, as honestly as possible, to distinguish between what, on 
the one hand, is, or could be regarded, as propaganda and what, on 
the other hand, could be regarded as proper responses to requests for 
information. 

It has been our feeling that we must accede to the latter type of 
request, and it seems to me that the legislative record in the whole 
history of this country, this democratic country, is such that the people 
are entitled to have information, prov ided it is not clearly an attempt 
to sell them on something concerning what the Government is doing 
with the billions of dollars that are being appropriated for this 
purpose. 

Senator Fereuson. If they don’t get it any clearer than some of our 
committees get it, I don’t know how they can understand it. 

Mr. Woop. I have been involved in this question. I know there has 
been a thoroughly conscientious and honest attempt in all the agencies 
concerned to try both to make responses to proper requests for infor- 
mation and to avoid propaganda. 

Senator Frreuson. I go back to 1946 when we had about $76 million 
uppropriated. We had about forty-some thousand, twenty-some thou- 
sand permanently, on the Government payrolls and twenty-some thou- 
sand temporarily, which meant more than a week but less than a year. 

The public is just convinced, whether it is right or not, they are 
there for the purpose of creating propaganda for the Departinent. 
That is why I have been against what has been going on down in the 
State Department, and I have said so on the floor. 

I have got probably as close a friend in that Department as there is, 
Ben Crosby. It isn't a personal matter between me and Ben at all. 
I think that is a wrong philosophy of government, and as long as I 
have a voice in this Senate, I am going to express it. I know that I 
have to battle with every department that there is. 

Mr. Anprews. You won’t have with me. The little that we are 
doing we are ready to quit doing, and it won’t make a ripple of 
difference. Ours is very, very small. I think you will be amazed 
at how small the money is. 

Senator Frreuson. I thought the new administration would change 
this thing. 

Mr. Anprews. Sir, I am saying this as Administrator of this pro- 
gram. I have talked carefully with Secretary Smith, Mr. Lowrie, 
and my superiors, and I have received no direction from anyone 
along this particular line. 

Senator Frercuson. Maybe they didn’t read what I had said before, 
or didn’t read the law. 

Mr. Anprews. As far as I am concerned, I am anxious to get 
orders from, shall we call it, the new team on these things. 

Mr. Woop. Mr. Chairman, we have been talking in these sessions 
yesterday afternoon and this morning, about one “of the two major 
aspects of our economic assistance to the underdeveloped areas of the 
world. We have concentrated on what we have called, in this year’s 
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presentation, the regular technical progress and development pro- 
gram. That is, to summarize, the program which is carrying forward 
the provisions of the act for ‘international development, the point 4 
program ; it consists primarily of technical assistance and demonstra- 
tion equipment. 

(Discussion off the record.) 

Mr. Woop. Just finishing a brief introduction of Mr. Gardiner, 
| want to point out that the discussion has now covered the point 4 
technical assistance type of aid which we give to underdeveloped 
countries, 


SPECIAL ECONOMIC ASSISTANCE 


There is another category of aid in certain of these countries, but 
not in all of them by any means, and we have called this category 
special economic assistance. The proposal for such special assistance 
arises from the fact that it is regarded as necessary and desirable 
in our own interests to do something more beyond this point 4 tech- 
nical assistance in certain of these countries, notably in Israel, in the 
Arab States, in Iran, India, and Pakistan. 

Situations exist in those areas which make us feel that it is desirable 
and necessary in our own interest to speed up the process of develop- 
ment. The funds that we are requesting in the special economic 
assistance category for certain of these countries are designed to 
accomplish such a result. 

We have set these funds out separately in order to make clear to the 
Congress exactly what we are doing. We want to be sure that Con- 
gress is under no misapprehension that in certain countries we are 
planning to go beyond what can be clearly classified as programs of 
technical assistance and associated demonstration supplies. 

I would now like to ask Mr. Gardiner to run quickly through these 
programs in the Near Eastern area, notably those for Israel and the 
Arab States. Since I understand that a special subcommittee of 
this committee, chairmanned by Senator Taft, is going to take rather 
full testimony in the coming week on the Palestine refugee problem, 
I suggest that we do not spend a great deal of time on that part of this 
special economic assistance program. 

I now present Mr. Gardiner of the State Department. 


STATEMENT OF ARTHUR Z. GARDINER, POLITICO-ECONOMIC 
ADVISER, BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Garptner. Mr. Chairman, at this point with your permission, 
sir, I should like to insert a brief statement in the record descrip- 
tive in a general nature of the topics to which I should like to address 
myself. 

(The proposed statement of Arthur Z. Gardiner is as follows :) 


Tue ProgRaM FoR SpecrAL Economic ASSISTANCE FOR THE NEAR FAST—FIscAL 
Year 1954, StaremMENT By ARTHUR Z. GARDINER, PoLiTico-EcoNomiIc ADVISER, 
BurEAvU OF NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS, DEPARTMENT 
or State, May, 1953 


The request for the Near East and Africa of a total of $194 million is included 
on page 11 of the basic data book. The sum of $24 million for technical assist- 
ance and development in the African dependent overseas territories will be 
separately justified by representatives of the Mutual Security Administration. 
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This statement is directed specifically to the request for $140 million for the 
Arab States, Israel and Iran and for an authorization, not an appropriation, 
of $30 million which may be required for contribution to the United Nations 
under the terms of the Palestine Refugee Aid Act of 1950. 

In his testimony on this bill, the Secretary of State made the following state- 
ment regarding the program for the Near Hast: 

“We believe that that area can best be treated as a whole and that it is 
not very realistic to think of building a defense within that area against possible 
Soviet aggression, let us say, as long as the area is torn by conflict and indeed 
a technical state of war within itself, 

“We hope that with the discretion which would be allowed us if this legisla- 
tion is passed in the form proposed, to initiate a program for the entire area 
which would include among other things, the prospect of a peace between Israel 
and the Arab states, and that that would provide a foundation upon which a 
more dependable defense structure could be erected than under present condi- 
tions. 

“We do ask for a negotiating power in that area, with the understanding 
that the purpose will be to bring about the result to which I alluded.” 

With this background, it may be well to review the criteria underlying justi- 
fication for the total sum requested and an indication as to the purposes to 
which we would expect the funds to be directed. In the first place, it is in the 
interests of the United States and of all Near Eastern countries to consider the 
needs of the region, not separating out individual states for special treatment. 
This is the approach which has been made by the Congress in making provi- 
sion for assistance in other areas of the world. Opportunity to conciliate issues 
in the Near East will be enhanced if our record is clearly directed to needs 
ef all concerned in the area. We have an interest, which has been expressed 
many times, in the support of Isracl and in its maintenance as a stable com- 
munity in the Near East, and we have an equally clear interest to maintain 
our relations with the Arab countries on friendly terms, and to enable the 
Arab peoples to prosper and become strong elements in the free world. 

The requirements of Israel and the Arab States differ in their nature. Israel, 
which is struggling to assimilate a very substantial population of recent immi- 
grants numbering approximately 800,000, has not yet been able to stand on its 
own feet economically. Israel’s requirements in past years have been recog- 
nized both by the Congress and by the executive branch, and it will be recalled 
that special legislation enabled Israel to receive approximately $65 million in 
grant funds under the Mutual Security Act of 1951, and a further $70 million 
under the act of 1952. Justification for aid on this scale was based on analysis 
of ISrael’s import requirements to enable its people to maintain an austerity 
standard of living and to make some progress on the development of its resources, 
agricultural and other. These provisions for Israel were made in the light of 
judgment of its import needs on the one hand and its probable sources of revenue, 
which included substantial support from the Jewish community abroad. In 
making provision in current legislation, similar calculations have been made and 
an illustrative figure indicating Israel’s approximate needs will be justified to 
the committee in executive session. This calculation does not indicate substan- 
tial progress by Israel in meeting the gap in its foreign exchange payments. 

In the case of the Arab States and of Iran, we necessarily apply different 
standards of measurement. While the lot of many millions in these countries 
is a depressed one, and by and large the states in the area have not achieved 
maximum development of their resources, we cannot measure needs of these 
countries in terms of balances of foreign exchange requirements. 

In Iran it is hoped that funds available under the provision for special eco- 
nomic aid will serve to maintain the going program conducted by the Technical 
Cooperation Administration at substantially the same levels of operation which 
have been in practice during the current fiscal year. 

In all of the Arab States there are great opportunities for development in fields 
of land reclamation, water utilization, and transport, to meet the needs of de- 
pressed peoples. Naturally the justification for financial assistance is difficult 
to make for those Arab countries which possess substantial petroleum resources. 
Saudi Arabia, Iraq, Kuwait are, as is well known, wealthy in this respect, al- 
though the living standards of millions of their people must be ameliorated if 
we are to provide the foundation of a more dependable defense structure, of 
which the Secretary has spoken. We are not advocating that special economic 
aid funds should be centered on such countries, although it is not in our interest 
to disqualify them as possible partners in programs of mutual security. 








cor 
we 
pre 
ast 
in 

lal 


ta 








MUTUAL SECURITY ACT OF 1953 47: 


From the point of view of oil production, we must list as have-nots such 
countries as Syria, Lebanon, and Jordan, as well as Egypt. Our interest in the 
welfare of these countries is manifest, but none of them can hope to make the 
progress that is necessary for the security and stability of the area without 
assistance from abroad. It would therefore be our design to be able to fund, 
in whole or in part, through cooperative arrangements made with these countries, 
large-scale development projects designed to meet the purposes which the Secre- 
tary of State has in mind. 

In Egypt there will be opportunities in the development of the River Nile, the 
resources of which are now under close study. It may well be that we can to 
advantage assist the Egyptians as well in road construction. The experience of 
the bureau of public roads in Turkey has been so satisfactory and the effect on 
the Turkish economy of improved inland transport has been so great that this 
is a field which it is in our interest to explore fully. 

In Syria our plans might well center on assistance to Syria in the develop- 
ment of water resources of the Euphrates and Orontes Rivers, and also in- 
clude inland transport. 

In Jordan there are possibilities for further irrigation through the intensive 
use of the waters of the Jordan River and its tributaries. While we hope that 
in Jordan it will be possible to use funds provided for the Arab refugee program 
in large measure, the fact that citizens of Jordan other than the Palestine 
refugees and Jordan’s neighboring countries have legitimate interests in such 
developmen. suggests that such programs should be financed not solely by refugee 
funds, 

In the case of Lebanon it may be well in our national interest to meet the 
criteria laid down by the Secretary of State to assist in the development of 
the water resources of Lebanon and in its regional highway programs. 

There may well be justification to extend the use of such economic aid funds 
to the development of local civil aviation as well. 

The proposed authorization for the Arab refugees is suggested to you as a 
measure of our interest and concern for the Arabs displaced following the estab- 
lishment of the State of Israel. The recent progress of the United Nations 
Agency in negotiations of agreements with Egypt, Jordan, and Syria justifies 
guarded optimism in the case of this program which is to be the subject of 
further exhaustive hearings before the Near East Subcommittee of the Senate 
It may turn out to our advantage to be able to commit funds for the Arab refugee 
program before we are able to appear again in 1954 to request authorizing 
legislation. 

Mr. Garprner. The items in question are found on page 11 of the 
data book, chapter 4—C, $140,000,000 for the Arab States, Israel and 
Lran, and $30,000,000 for the United Nations Relief and Works Agency 
for Palestine refugees, for which we are requesting an authorizing 
section in the principal bill, but for which we do not propose to seek 
appropriations at this session of Congress. 

Now Mr. Jernegan made a statement before this committee this 
week, sir, as to the basic political and strategic considerations affecting 
our view of the Near Eastern area in which he was supported by 
General Stewart on behalf of the Department of Defense. 

I would like, sir, to quote briefly from the testimony of the Secre- 
tary of State on this point, with particular reference to the fund of 
$140,000,000 proposed to the Arab States, Israel, and Iran. 


AREA APPROACH TO NEAR EAST AND AFRICA 


There is in our proposal a new departure in legislative basis for this 
assistance. You may recall that previous laws have been written with 
special reference to aid to Israel, and that the assistance to the Arab 
States, aside from funds made available for the Arab refugees from 
Palestine, has been limited to assistance available under the act for 
international development. 

The Cuatrman. Did I understand you to say you weren't going to 
ask for appropriations for this? 
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Mr. Garprner. For the $30,000,000 sir. 

The Secretary stated in his testimony on this bill: 

We believe that the area can best be treated as a whole, and that it is not 
very realistic to think of building a defense within the area against possible 
Soviet aggression as long as the area is torn by conflict, and indeed in a technical 
state of war. We hope that with the discretion which would be allowed us if 
this legislation is passed in the form proposed, to initiate a program for the 
entire area, which would include among other things the prospect of peace 
between Israel and the Arab States, that that would provide a foundation upon 
which a more dependable defense structure could be erected than under present 
conditions. 

Now I am certain, sir, that it is not in the interests of the United 
States to single out one state in a region, in a region still torn by 
tension and conflict, and single that one state out for special treatment. 

The CHamman. What if they don’t get peace? Are you going to 
spend the money anyway ¢ 

Mr. Garviner, I think, sir, in the Secretary’s words, he would like 
to have this money, or a very substantial part of it, conditional on 
sett ling down and making progress toward peace and stability. 

I am certain we will achieve that end to better advantage if the 
legislation itself takes a neutral view as between contending countries. 
I do not think it is in the interest of Israel to be selected and singled 
out as the one State in the whole world to have its own private sec- 
tion of the law. 


PROPOSED PROGRAM FOR NEAR EAST 


The CuHamman. Well, briefly, supposing you get the money and 
supposing they settle down, what will you use it for? 

Mr. Garpiner. We would hope, sir, that in Israel, once we had 
provided for the current requirements of that country, the current 
consumption requirements, which are very considerable, that further 
sums could be devoted to economic development within the various 
countries, and with an eye to the interests of the region as a whole, 
so that we could advance the technical progress of those people, so 
that we could change basic conditions, and I would like to illustrate 
what I mean by some arithmetic. 

At the present time, sir, the value of agricultural land in Syria and 
in Jordan, if it is well irrigated, is as high as $2,000 an acre. At the 
same time the value of a man’s labor who is working on that land, 
is about $200 per year 

The only way that we see basically that you can improve the re- 
lationship of those cost factors, which reflect the poverty of the region, 
is to make more land available and to make it available quickly. 

Now there are great possibilities. There are great possibilities in 
Jordan, there are possibilities in Syria, there are possibilities in Egypt, 
there are possibilities in Lraq. We would look to large-scale reclama- 
tion measures in those countries, and indeed in Israel as well, to re- 
move this great pressure of poverty stricken people on limited sup- 
plies of land. 

We think we can also help them in a material degree by improving 
local transport facilities. We think we can direct part of these funds 
to that end. We think in Iran that it would be wise to continue a 
going program of technical assistance at substantially the same level 
at which we are now operating. 
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The obligation rate is of the order of $24 million or $25 million a 
year, and we would propose then that of the $140 million fund, per- 
haps $10 million could be directed to Lran. 

We do not, however, sir, wish to tie our hands in any way as to the 
allocation of funds by countries in this section of the law. The di- 
rection of the Secretary of State is clear on that point, and he would 
like to have administrative flexibility. 


REQUIREMENTS OF ISRAEL AND ARAB STATES 


Now the requirements of Israel, we have calculated before, and I 
think we must calculate again on the basis of prospective income and 
outgo on foreign exchange account. 

We have filed with the staff, sir, classified documents which discuss 
in more detail the justification for all these programs, including the 
program for Israel. 

Now in the case of the Arab refugees, as Mr. Wood has said, the 
Near Eastern subcommittee of this committee, sir, is to hold exhaus- 
tive hearings next week. We think that it may be possible for us to 
use the funds that we now request for authorizing legislation, to ad- 
vantage at the conclusion of this current fiscal year, and we would 
like, sir, to be able to obtain the appropriation by an approach to the 
Appropriations Committee of the House and of the Senate at the next 
session of the Congress, rather than waiting until very late in the year 
for a further appearance before the authorizing committee of the 
Congress. 


SECURITY AND COM MERCIAL INTERESTS OF THE UNITED STATES IN THE AREA 


That, in brief, sir, I think outlines our needs and our requirements. 
I would like to point out to you, sir, again the importance that the 
National Security Council, the Secretary and I think I can say the 
President, attach to this area, and to point out that quite aside from 
other interests which are very well known, our commercial stake alone 
and what that commercial stake means to us in terms of income to the 
United States national budget is an important consideration as well 
in weighing this particular request. 

The CuatrMan. You say you would like to point out. You have 
pointed out. 

Mr. Garpiner. Well, I would point out, sir, I believe that it is cor- 
rect to state that the investment of United States commercial inter- 
ests in petroleum properties in that part of the world considerably ex- 
ceeds $1 billion; that the amount of oil that was exported from the 
Near East last year exceeded 106 million tons. 

A very substantial fraction of that oil was directly or indirectly 
controlled by American oil interests, and while I cannot precisely 
state the tax revenue from those shipments of petroleum, I can assure 
you that they are a very, very substantial figure. 


BREAKDOWN OF AMOUNTS FOR THE AREA 


The Cuatrman. I have here a number of documents called confi- 
dential, security information. I suppose that these documents state 
the amount that you request and itemize what you think the sum can 
be utilized for if the political situation is advisable, is that it ? 
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Mr. Garprner. That is correct, sir, and, as a matter of fact, our 
samples total up to considerably more than $140 million, but we 
would of course be restricted by the terms of the legislation. 

We have put in items illustrative of the type of thing that we would 
intend to do with funds of this nature. 1 might point out, sir, that 
it would be the intention of the Department for such funds to be ad- 
ministered in their technical phases by the Technical Cooperation Ad- 
ministration under Mr. Andrews, but in the apportionment of the 
funds as between countries, we would certainly be guided completely 
by the statement of the Secretary of State, who has indicated his views 
very clearly, I think. 


FLEXIBILITY NEEDED FOR PROGRAM IN THE AREA 


The CHarrMan. Well, if conditions remain in status quo—how 
much are you going to spend of this? 

Mr. Gakpryer. I would think, sir, that we could not hope to main- 
tain Israel on an austerity basis for any less than a substantial sum. 

| would think unless we saw more progress than is now immediately 
apparent on the Arab side, that we might spend a very small portion 
of it. I think in the case of Iran it is pretty clear we have going pro- 
grams at the rate of $24 million a year, and with all going well, that 
they would be maintained. 

We are charting a new course in a way here, as you well under- 
stand, with this program. With good fortune in the course of the 
next 8, 10, or 12 months, the ability to manipulate these funds might 
be of the greatest advantage to our national interest. I think we will 
know considerably more, sir, on the return of the Secretary and Mr. 
Byroade from their present trip to the area 

I would like to indicate that the information we have from Mr. 
Byroade and Mr. Dulles indicates a rather more optimistic turn of 
events in Egypt than the press has indicated. Things are going a 
little better than the newspapers make out. 

The CuarrMan. That isn’t what I have read. 

Mr. Garprner. Well, that is what I had as of 2 days ago. We are 
considerably more hopeful than the newspapers. 

(Discussion off the record.) 


EXAMPLE OF GREECE AND TURKEY 


Mr. Garptner. Mr. Chairman, with your permission, sir, I would 
like to make one more point, and that is that these countries, the Arab 
States, look north to Turkey and they see in Turkey the very great 
strides that have been made through the efforts of the Turks, which 
have been notably assisted by the United States, and the example of 
Turkey is one that is particularly attractive to the Syrians and I think 
the Iraqis and other Arab countries. It can be done. Turkey and 
Greece have demonstrated that with the will on the one side and assist- 
ance on the other, we can move ahead comparatively rapidly. 

The Cuamrman. You can do that providing the situation in Europe 
in the meanwhile doesn’t deteriorate. 

Mr. Garprner. I agree with that, sir. 

The Cramman. If the Europeans hold the line of course, I think 
that we can say that the job done in Turkey and Greece is O. K, 
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Mr. Anprews. Sir, I am finished. I think Mr. Wood wants to say 
something. 

Mr. GarprnEr. On the other hand, General Stewart made it per- 
fectly clear that while staff studies only had been done on the ap- 
portionment of this fund, the Defense Department stood solidly be- 
hind the request for $100 million for the area in general. 

Now I think that Israel conceivably might be eligible for still fur- 
ther assistance from the United States in the form of subsidies on ex- 
ports of surplus crops. In the past they have benefited from such 
legislation to the extent altogether, I think, since the creation of the 
state of about $23 million. 

Senator HickenLoorer. You mean export subsidies on our crops? 

Mr. Garprner. Yes, which we make available at less than market 
prices under certain conditions, under provisions of the agricultural 
legislation. 

Senator Hickentoorrr. Is Turkey included? I don’t see it in- 
cluded in this particular list that I have for the Near East. 

Mr. Garprner. Assistance to Turkey, the economic assistance is 
found in Chapter 1, and the military 

Mr. Woop. Military end item aid for Turkey is in title II, the Near 
East and Africa, while the defense support for Turkey is in Title I. 

Senator HickenLoorrr. How much are we giving to Turkey for 
economic development ¢ 





APPORTIONMENT OF AID TO NEAR EAST 


Mr. Woop. Turkey’s proposed program for economic or defense sup- 
port assistance in the eoming year is illustratively $50 million, and in 
addition, of course, it will get military end-item aid, Senator Hick- 
enlooper. 

Senator Hickenvoorrr. Then the rest of the Near East, Egypt, 
Syria, Jordan, lran, Lebanon, Palestine refugees, will be getting 
somewhere around 124 million ? 

Mr. Garprner. I think, sir, that the figure for the rest of the Near 
East or the Arab States and in Iran would be computed as follows 

Senator Hickentoorer. I am taking the total legislative author- 
ization for 194 million. 

Mr. Garprner. Twenty-four million comes away because it is eco- 
nomic assistance to the dependent overseas territories in Africa to 
which the Mutual Security people, I believe, will talk. 

I have been talking, sir, with respect to the 140 million and the 
30 million in items chapter 4-C, 1 and 2 on page 11 of the book. In 
addition to the aid under those 2 items, there is a substantial 
amount of the mutual development and technical progress fund, 
chapter 4, item 1, which totals $43 million, which would be directed 
at the Arab States and Iran. I think the figure is approximately 
35 million. 

Senator HickenLoorer. That is for the Arab States and Iran? 

Mr. Garpiner. Approximately 35 million, yes, sir. 

Senator Hickenwoorer. In total? 

Mr. Garptner. Out of the $43,792,500, yes, sir. 

Senator Hicxentoorer. Is a disproportionate amount of dollars 
going to Israel compared to the other nations in total in that area. 
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Mr. Garviner. That is right. This would give us a better propor- 
tion than we have had in the past on a per capita basis, sir. The 
proportion for Israel is definitely off. 

On the other hand, it is only fair to point out that Israel is engaged 
in absorbing and trying to make sostandive a good many hundreds 
of thousands of people who only recently arrived and who are not 
fully productive members of society, whereas other countries in the 
region are benefiting substantially from oil royalties and other sources 
of foreign exchange, and their problems are different from those of 
israel. I agree with you that is a very serious problem in our rela- 
tions. 

Senator HickeNnLoorrer. When we go to a country and contribute 
money to help them balance their budget or reduce their national debt, 
doesn’t it violate the general policy of the aid programs? 

Some of the aid money has found its way into the British and 
French treasuries. This has always been met with great opposition 
here. 

Mr. Garpiner. It has been done for the last 2 years, sir, in the 
case of Israel, as you well know, with the full knowledge of the 
Congress. Indeed, 2 years ago when the volume of aid to Israel was 
proposed on the order of $25 million, the figure was raised by the 
Congress to $65 million. 

Senator HickeN woorer. I think that is all. 

The Cuarrman. What do we take up next. 

Mr. Woop. Mr. Chairman, there are two other countries where we 
have this category of special economic assistance, those being India 
“ Pakistan. 

I do not know whether you and the committee feel that our previous 
discussion of special economic assistance for those two countries was 
sufficient. However, we would like, if we may, to put into the record 
a brief summary of the political situation in the South Asia area 
where both of these countries are located. We have Mr. Kennedy 
from the State Department here for that purpose. He would like 
to put his statement into the record and then speak briefly on the 
political situation as it affects the proposed aid program. 

The Cuairman. What is the statement about ? 

Mr. Woop. A statement on the political situation in the important 
South Asia area, in which these two countries are situated. 

If you had the time, it would be desirable, I think, for Mr. Kennedy 
to say a few words about the political situation underlying our eco- 
nomic programs in this area. We are at your service as far as that 
is concerned. We would like to put his statement into the record. 

The Cuarmman. How long is the statement? Is it going to dupli- 
cate any of the other statements? 

Mr. Woop. The statement is 214 pages, sir. 


STATEMENT OF DONALD D. KENNEDY, DIRECTOR, OFFICE OF SOUTH 
ASIAN AFFAIRS, DEPARTMENT OF STATE 


SOUTH ASIA SITUATION 


Mr. Kennepy. The countries of India, Pakistan, Afghanistan, and 
Nepal have about 450,000,000 people—roughly one-fifth of the world’s 
population. No program is being proposed for Ceylon. These coun- 











MUTUAL SECURITY ACT OF 1953 179 


tries command the Indian Ocean; they are essential elements in the 
line of communications between the Mediterranean and the Pacific. 
They possess important strategic and other raw materials which are 
available for the use of the free world. India and Pakistan are newly 
independent, although old in civilization, and they are determined 
to the best of their ability to remain free and independent. All four 
governments face grave and vast problems of hunger, disease, and 
illiteracy. They are presently non-Communist and part of the free 
world, but they need help to maintain their position of leadership in 
their countries and to solidify the democratic institutions they are 
trying to bring to maturity. These countries haye 2,000 miles of bor- 
der with the U.S. S. R. and Communist China—that part of the bor- 
der which lies between Iran on the west and Burma on the east. The 
people of this area, and they make up one-third of the free world, 
are experiencing the new nationalistic spirit and breath of freedom 
now running throughout Asia. They will no longer accept resigna- 
tion as the guiding principle but instead are impatient and dem: anding 
for progress. It is proposed that. we provide technical assistance to 
all four countries but that in addition we supplement this for India 
and Pakistan with special economic aid to the amount of $94.4 million. 
The proposed technical assistance for the four countries is $45.1 mil- 
lion, making a total of $137,500,000, which was mentioned by Mr. 
Stanley Andrews yesterday. . 

There are two key questions: Is it important to us that there be a 
free and independent India and Pakistan? And secondly, i is steady 
and substantial economic progress in the next 2 to 3 years essential 
for this purpose ? 

The central issue for us in South Asia is the importance of main- 
taining and increasing political and economic stability. There is a 
great deal to work with but at the same time there is real danger that 
without the additional help needed India and Pakistan will be unable 
in a relatively short time to show enough progress in meeting their 
problems of hunger, disease, and illiteracy. These countries are using 
to the maximum their own resources. In addition they have borrowed 
extensively from the World Bank and have received aid under the 
Colombo plan. After all other sources of outside financia) assist- 
ance are considered, however, there is still a great need for aid from 
us if the necessary progress is to be realized. 


POLITICAL SITUATION IN INDIA 


In the case of India, the move. for independence was led by the 
Congress Party. This party is now in power under the leadership 
of Prime Minister Nehru. Having thrown off foreign control, the 
people of India demand the progress which they have been led to 
expect. To meet this political as well as economic need the Govern- 
ment of India has developed a 5-year plan, and 2 years have already 
elapsed. India has adopted a democratic constitution, has had free 
and democratic elections, and is following constitutional processes in 
its daily life. By the end of 1956 or in early 1957 new national elec- 
tions will be held at which time the present leadership will be tested. 
At that time the people of India will be subjected to the most extrava- 
gant claims and promises of Communists and other extremists against 
which they will weigh the accomplishments of their present leader- 
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ship. If those accomplishments are substantial and provide the hope 
for future progress, the basis will exist for the rejection by the people 
of India of these false claims. The period between now and the next 
election then is the time during which United States aid should have 
its greatest effectiveness. Has the path which the Indian people 
followed been the right one? Or would authoritarian, totalitarian 
methods be better? Democracy is being tested now and during the 
next 2to3 years. It would bea ccteatasne if lack of assistance which 
we could provide should contribute to failure. The rest of Asia is 
watching this test. 

The alternative of a breakdown of stability and orderly processes 
would dangerously affect us. Elements antagonistic to moderate 
government and to association with the free world would most cer- 
tainly attempt and very possibly succeed in seizing power. The loss 
to the free world would be a grave one. 


POLITICAL SITUATION IN PAKISTAN 


Pakistan’s need for assistance is correspondingly great. ‘This coun- 
try is part of the same el 2 area as is India, and in fact for 
generations was indistinguishable from the rest of the subcontinent 
of South Asia. It gained independence at the same time as India and 
it must make economic progress in the next 2 to 3 years to provide the 
base for political stability. It has still graver problems than those 
India faces, among them being the thousand miles of separation 
between East and West Pakistan. Because of this and other problems 
it has been unable to develop and adopt its own constitution and has 
just recently gone through a governmental crisis. The new Prime 
Minister, Mohammed Ahi, former Ambassador of Pakistan to the 
United States, has already made cordial statements of friendship for 
the United States and expressed his desire for close cooperation. It 
is very important that he and his colleagues succeed in stabilizing 
the politics ul situation in his country. Meanwhile Pakistan’s financial 
position is deteriorating while its need for more rapid economic prog- 
ress grows more acute. 


OTHER SOUTH ASIA COUNTRIES 


Afghanistan and Nepal, although smaller than India and Pakistan, 
are in strategic geographic locations and are subject to border pres- 
sures and infiltration by subversive elements, while remaining as mem- 
bers of the free world. These countries need technical assistance to 
provide the base for increased food production, better health, and a 
Siaheh degree of literacy. 

The proposed technical assistance and special economic aid amount- 
ing to a total for south Asian countries of $139.5 million is planned for 
the specific needs of each country. The primary goal is to assist in the 
necessary increase of food supplies. This means better agricultural 
practices, including stepped-up use of fertilizer and more water 
through new irrigation facilities and greatly increased numbers of 
tube wells. It also means assisting in improving health and sanita- 
tion, in providing better communication and transportation facilities, 
in establishing more educational services and in training more per- 
sonnel. It means measurable achievement in the next 2 to 3 years. 
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The benefits to the United States will be found in greater stability in 
Asia, continued hope for the future on the part of the hundreds of 
millions of people in the area, and proof that democracy works. 

This is not a 1-year proposition—a one-shot deal. Economic devel- 
opment takes time and requires continuous effort. It should be evident 
that the minimum period for which special aid to India and Pakistan 
will be necessary if important goals are to be reached is 3 years, and 
our intention in this regard should be made evident to the peoples of 
these countries. 

The Cuarrman. Anything further on that, Mr. Wood? 

Mr. Woop. I think not, unless you have some questions. However, 
| should like to insert the following statement in the record: 


STATEMENT Mabe BY JOHN A. Lorrus, COUNSELOR OF EMBASSY FOR ECONOMIC 
AFFAIRS, ON THE FiscAn Year 1954 Mutua. Srecurtry ProGRAM For Soutu 
ASIA 


SPECIAL ECONOMIC PROGRAM FOR INDIA 


The course of India’s history before independence made it necessary for the 
new independent Government of India to map out and to execute plans for 
achieving visible progress in an economy that had previously been at best stag- 
nant, in many respects deteriorating. The people of India feel that economic 
progress and economic development were denied to them before independence. 
They believe that with their national affairs now in their own hands, they can 
and must move forward. No government that fails to achieve some perceptible 
progress can long be tolerated. Any government hoping to continue in office must 
declare to the people what it proposes to do in this regard, must state what 
targets it intends to reach by what future dates. Hence in this sense it is 
politically imperative in India that there be a plan of economic development. 

India has such a plan. It is known as the first 5-year plan. It was published 
in draft outline form in the summer of 1951 and in final form in December 1952. 
It covers the period from April 1951 through March 1956 and it specifies what 
projects of economic development will be undertaken during that period, how 
much they will cost, where they will be located, who will carry them out, how 
long they will take to be completed, and what benefits they will entail for the 
Indian people. 

This plan is a good plan. Many observers think it is the most remarkable job 
of economic development planning that has ever been done anywhere. I am not 
in a position to make such sweeping comparisons. But over a period of more 
than 2 years I have had a close personal acquaintance with the Indian officials 
who were responsible for this planning effort. I have, at their request, consulted 
with them and discussed with them various aspects of the plan—not as an official 
representative of the United States Government but as one economist to other 
economists. Thus, I came to know much about the kinds of problems they en- 
countered and the ways in which they dealt with these problems. I have come 
to have a very high regard for the competence and the integrity of these men, 
for the realism of their thinking, for the painstaking care and the ultimate preci- 
sion with which they have examined each project put before them and rejected 
the impracticable, refined and improved the good projects, and made their fore- 
casts of cost and benefit in an area where forecasting is very difficult indeed. 

The plan is loosely said to “cost” Rs. 2,069 crores or roughly $4.25 billion. (A 
“crore” is an Indian unit of 10 million.) This is a little misleading. The Rs. 
2,069 crores figure is the computed cost of all development projects that will be 
financed and executed by Government (whether Central or State). This figure 
therefore does not reflect the cost of all economic development activity that the 
Government hopes and intends shall take place during the 5-year-plan period. In 
addition to what the Government will do and will spend, private industry and 
private people will, it is anticipated, invest the equiv: ulent of about $3.5 billion. 
Since the Government does not control this “private sector” (as they call it ), itis 
not possible to state precisely how much will be invested in precisely what 
production facilities. 

Of the $4.25 billion total planned governmental expenditures, 17.5 percent will 
be used for agricultural projects and community development. Another 27.1 
percent will be for irrigation and power projects. Of this subtotal, 12.9 percent 
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is for river valley projects involving both irrigation and power (as well as flood 
control) ; another 8.1 percent is for irrigation projects without a power com- 
ponent; and the balance is for power projects with no irrigation component. 
Another 24 percent is for transport and communications. Only 8.4 percent is 
for industrial development. The remainder (23 percent) is for social services 
(health, education) and for miscellaneous (rehabilitation of refugees, etc.). 
This is a distribution pattern of proposed expenditure that conforms to the ob- 
served pattern of immediate development needs in the Indian economy. 

India expects to finance this planned expenditure in the following manner. 
It is expected that Rs. 1,258 crores (roughly $2,600 million) can be raised by 
taxes and borrowing within India. Another Rs. 156 crores (about $320 million) 
has already been received as aid from abroad—from us, from the International 
Bank, and under the Colombo plan. Another Rs. 290 crores (about $610 million) 
will be drawn down from India’s sterling balances (which incidentally will 
exhaust those past savings except for what needs to be kept for a currency reserve 
and for minimum “working balances’). If these various amounts are added 
together and their total (Rs. 1704 crores) subtracted from the total planned 
expenditure (Rs. 2069 crores), the balance of Rs. 365 crores (a little over $750 
million) is what is sometimes called the gap. It is the amount by which the 
cost of the plan exceeds the financial resources now in sight. Further foreign 
aid will reduce this gap. The International Bank and the Colombo plan coun- 
tries and other sources of assistance will be available; and it is reasonable, I 
think, to assume that something between $100 million and $250 million may be 
forthcoming from these sources. Whatever help we make available vill further 
reduce the gap. 

If the total help India receives from all sources, including the United States, 
is less than the amount of the gap, the difference will still have to be met some- 
how. The Indians are determined that the plan is not going to go unfulfilled for 
lack of money. It represents the absolute minimum of what needs to be done. 
It might be possible, however, for the Government to stretch out some of the 
projects, thus postponing a part of the cost. But there is not much scope for such 
“stretch out.” For the most part, any “gap” for which finances were not avail- 
able would mean that India would have to resort to the printing press. This 
would involve very great risks for an economy like India’s where the income 
structure is both rigid and low. But the risks of not achieving the minimum 
goals of the plan are greater, so the risks of inflation would have to be faced 
even though they threatened Cisaster. 

It is sometimes contended that India should not have formulated a plan that 
the country cannot afford; and that, because the cost of the plan exceeds India’s 
financial resources, then the plan must be too ambitious and grandiose, 

But it is the conviction of the Indians—and of all of us at the Embassy who 
have studied this problem closely agree with them—that the plan is, if anything, 
too small to meet the real needs and the political imperatives existing in India. 
At the very least, responsible Indian officials are convinced—and again we 
agree with them—that all of the planned projects must be done. There is in- 
sistent popular demand for them. In most cases they are projects that have been 
wanted by the people and talked about and hoped for over a period of years, 
indeed decades. But nobody heretofore did anything. Now the people insist 
that this government do something. If this type of government, which is 
essentially democratic, is unable to do something effective, then the people will 
get themselves some other kind of government. 

As a matter of fact, far from being grandiose, the plan is very modest indeed. 
It does little more than lay a sound foundation for progress in future 5-year-plan 
periods. It contains no luxuries whatever. It will raise per capita income by 
only a fraction over 1 percent per year. What it holds out to the people of India 
is not the prospect of immediate abundance but only the opportunity to work 
hard and effectively so that in future decades their country can make up the 
ground that was lost while the industrial and agricultural revolutions passed 
India by. 

The program which we are putting before the Congress is intimately related 
to the 5-year plan. We have recommended no projects which are not a part of 
the plan. From the plan we have selected those projects which seem to us most 
urgently to need the particular kind of help that we are in a position to give. 
Specifically in the field of technical assistance we have proposed that more such 
help be provided in those fields of activity in which we have already been assist- 
ing and in which the advisory and demonstration services of our experts are 
being appreciated and put to good use. 
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In addition to technical assistance. we are also asking the Congress to extend 
special economic development assistance, You will observe that most of this help 
is proposed to be in the form of things needed by India for the purpose of follow- 
ing out the advice and recommendations of our technical experts—things like 
steel and fertilizer and fertilizer plant equipment and heavy equipment for 
irrigation projects. It is no use for an American engineer to advise India that 
the way to get a dam built quickly and well is to use fewer headbaskets and more 
power shovels—if India cannot afford and cannot get the power shovels. It is 
no use to advise the Indian farmer that his soil needs much more fertilizer if 
India can produce only about 400,000 tons a year and cannot afford to import. 
It is no use either to show that farmer the benefits of better tools if there is not, 
in India, the steel out of which to make the better tools. 

In conclusion there are certain basic propositions which stand out as a result 
of any examination of India’s economic plan and economic needs. These proposi- 
tions reflect, I know, the considered judgment of our ambassador, Mr. Allen 
and of our former ambassador, Mr. Bowles; they reflect the judgment of all of 
my associates in the Embassy who, thinking in terms of the national interest of 
the United States, have given careful and soul-searching study to these problem 
and our relationship to them. The propositions can be expressed like this: 
(1) The Indians have in their 5-year plan a practical hard-headed realistic 
program defining what needs to be done; (2) the Indians are determined at all 
cost to carry out this program; (3) the help that we have been able up to now 
to give them is of tremendous importance and is deeply appreciated; (4) without 
sufficient help there is a twofold risk confronting us—(a@) on the one hand, 
despite their determination, the Indians unaided may simply not be able to com- 
plete the program, in which event there would be a loss of confidence in India’s 
democratic form of government and in India’s political and economic institutions 
which are in many respects similar to our own; (b) the Indians can carry out 
the program by imposing unbearable hardships upon their people whose standards 
of living are already perilously low, and in so doing will invite political dis- 
turbances and divisions within the country. 

It follows from these propositions that we have got first to decide clearly 
whether it is in our national interest that India’s newly independent democracy 
and India’s political and economic structure shall be able to survive. If we 
decide this question affirmatively—and all of us, without exception, at the 
Embassy are convinced that no other answer is conceivable—then it remains 
only to ask ourselves what it will cost us to ensure that result and how best 
we can do it. The program of $110 million that has been placed before the 
Congress for fiscal year 1954 represents our immediate assessment of what, at a 
minimum, it will cost us and how we should do it. The kind of a program we 
have recommended to you is made up of the kinds of things in which we have 
proven capacity to help India. The program is completely practicable, that is, 
this money can be used and spent effectively within the coming year. The 
amount of aid requested is the absolute minimum of what we should provide. 


Mr. Weop. Mr. Chairman, we can proceed, if you wish, to the South- 
east Asia area where there are two countries for which funds are 
being requested in this legislation which have not yet been covered. 


THE PHILIPPINES AND THAILAND 


We have discussed, as you may recall, the military i Sg In 
that area and the defense support programs in Formosa and in Indo- 
china. We also have the Philippines and Thailand, whieh: can be 
covered just in a few words, unless you have some specific questions. 

You will note, on the tables placed before you, that we have in the 
requests illustrative programs of $17 million for the Philippines and 
$5 million for Thailand. These are listed under the column headed, 
“Regular technical progress and development,” because the greatest 
portion of the programs in those two countries is of the same nature, 
and comprise the same kind of work, as the regular technical progress 
and development programs elsewhere. 
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These two programs are administered by the Mutual Security 
Agency and were justified last year—and the same justification is 
equally applicable this year—as defense support. The reason for 
justifying them as defense support was gone into in great detail last 
year and I won’t burden the record this year with a further len gthy 
explanation. The reason, in a nutshell, was our belief, and I think 
Congress in enacting the legislation agreed, that unless programs of 
the character proposed then and now are carried on in these areas, our 
mutual defense programs—our programs of end items and military 
training—in these two countries—would be largely jeopardized by 
the economic collapse and deterioration of social and political condi- 
tions that might otherwise develop. 

I might merely note that last year’s programs for these two coun- 
tries compare as follows with those which are proposed for the coming 
fiscal year: The proposed $17 million program in the Philippines 
compares with a screened-down program of $20 million in this fiscal 
year. This year’s program was originally planned at $30 million, 
out When we found that we could not properly and adequately use 
that much money, we screened it down to $20 million. The result 
will be somewhat of a “stretchout” of the program over a longer 
period of years. 

The proposed fiscal year 1954 Thailand program of $5 million com- 
pares with a $6.2 million program for fiscal year 1953. Unless there 
are questions on this subject, which Dr. FitzGerald could respond to 
in any detail you like, we can go on to our next subject. However, 
first I would like to submit some tables which show the breakdown of 


these proposed programs into various fields of activity, such as public 
health, agriculture, et cetera, which I think might be useful to have in 
the record. 

The Cuarman, All right. 
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Philippines—Estimated cost, by major field of activity, proposed fiscal year 
1954 program 


[In thousands of dollars] 


Dollar cost Services 


Trainees 
technicians 


| | United States 


Major field of activity | | Supplies 
and 
equip- 
ment 


Services | / 
pane Dollar | Number | nonar 


of 
} | cost! 


“0S 3 
persons persons | °St 


1. Public health....................] $2,140 | $1,875 14] = $180 
2. Agriculture, forestry, fisheries...| 5,855 | * 5,349 44 | 431 
. Transportation, power, other } | 
public works 4, 315 3, 842 | 22 | 
. Handicraft and manufacturing, } 
mining, other industry Beene 
. General engineering advisory 
GR csartntecs<6cdccccensses}e<s 
5. Education , 
. Public administration -._........ 
3, Other projects. --- pie aim satasch ibe 
. Maintenance of essential supply -|- -- 


Total cost, fiscal year 1954 | | 
program 7, 000 13,494) 3,506| 4194} 





! Calculated as follows: MSA foreign service and PHS personne] at $15,000 per man-year; contract person 
nel at stipulated or estimated cost per contract (estimates based on experience or other available cost data) 

? Calculated at $5,000 per trainee for full year. 

5 Includes $2,485,000 of fertilizer imports which will provide sales proceeds. 

4 Includes an estimated 66 contract and 128 non-contract personnel in field during course of year—86 for 
full year and 42 for shorter periods. As of June 30, 1954, however, non-contract personne! will total only 95. 

‘Includes $1,605,000 for non-contract and $1,366,000 for contract field personnel (salaries, home office 
back-up, and administrative support). Non-contract personnel cost reflects mean average employment 
permitted under targets set for June 30, 1953 and June 30, 1954 (109 and 95, respectively). 

6 Includes 127 trainees for 6 months each; balance for full year, 
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Thailand—Estimated cost by major field of activity, proposed fiscal year 
1954 program 


{In thousands of dollars} 
Services 


Dollar cost 


| 

| United States 
technicians 
| 








| Trainees 
Major field of activity | | Supplies 
| Total i Services | ee Tae 
ment | sangher Dollar | pipaber Dollar 
| st | 2 
} | | persons | cost | persons cost 
1. Public health_. -..-| $1, 210 $745 $465 21 | 3 $365 | 20/| $100 
2. Agriculture, forestry, fisheries | 2, 100 1, 510 590 28 4365 | 45 225 
3. Transportation, power, other | | | | 
public works J, 775 | 585 | 190 | 8 | 120 14 70 
4. Handicraft and manufacturing, | | | 
mining, other industry 245 | 200 45 | 1 15 | 6 30 
5. General engineering advisory | | 
services : | sti nanticeetmianaibe 
6. Education 530 145 385 20 300 | 17 85 
7. Public administration 140 140 5 | 590 | 10 50 
8. Other projects | . Rinse i i age 
9. Maintenance of essential supply | 
Total cost of fiscal year 1954 | | | | 
program : ------| 5,000 | 3, 185 | 1,815 | $83 71, 255 | 112 560 
1 | | ° 





Calculated as follows: MSA foreign service and PHS personne] at $15,000 per man-year; contract per 
sonnel at stipulated or estimated cost per contract (estimates based on experience or other available cost 
data) 

? Caleulated at $5,000 per trainee for full year. 

Includes $12F,000 for continuation of contract with Washington University of St. Louis. 

4 Includes $50,000 for proposed contract with Oregon State College. 

5 Includes $45,000 for continuation of public administration contract. 

6 Includes 9 contract and 74 none ntract personne! in field during course of year—1 for full year and 13 
for shorter periods. Asof June 301954, however, contract and noncontract personnel combined will total 73 

7 Includes $1,035,000 for noneontract and £220,000 for contract field personne) (salaries, bome-offiee backup 
and administrative support). Aggregate cost reflects mean average employment permitted under personne! 
targets set for June 20 1953 and June 3u 1954 (72 and 73, respectively). 

Mr. Woon. I might also ask whether, in the case of all these pro- 
grams, we may have the privilege if we find that it would be useful, 
of submitting, for inclusion in the printed record, similar information 
or any other useful information, including documents now marked 
“confidential” from which the classification is subsequently removed. 

(Discussion off the record.) 

Mr. Woop. Mr. Chairman, we have not yet discussed the technical 
assistance program in Latin America. Mr. Andrews is ready to do so, 
or if you prefer, we can put a memorandum and some figures in the 
record. 

The Cuarrman. Is it over the same ground again ? 

Mr. Woon. Yes. 

The Cuarmman. Have you got a statement that documents it? 
If so, put it in. 

(The statement above referred to is as follows:) 

RecioNAL Tasie I.—Economic assistance and technical cooperation, American 

Republics and DOTS’*—Comparative summary of obligations by activities 


{In thousands of dollars} 


: ® Estimate Proposed 
tivity . Qno ’ r » 
Activity Actual, 1952 1953 1954 
Bilateral technical cooperation, total obligations ‘ 17, 788.3 21, 595. 5 24, 342 
Net comparative adjustment between appropriations - - 87.2 655. 9 oad 
Total available om a hii 17, 875.5 22, 251. 4 24, 342 


1 Dependent overseas territories in the Western Hemisphere. 
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SECTION IV REGIONAL STATEMENT 
THE WESTERN HEMISPHERE (LATIN AMERICA AND T4E DA*T’s)' 
FOREWORD 


In Latin America the United States technical cooperation has just completed 
its 11th year. Here many of the cooperative techniques have been worked out 
which are now being applied on a wider scale throughout the underdeveloped 
areas of the world. Here also technical assistance has had time to demonstrate 
its effectiveness and its value to other countries. Hundreds of individual proj- 
ects—tinanced largely at their inception by the United States, as war measures— 
have been more and more taken over by local ministries until eventually these 
projects have been taken over entirely as parts of the permanent programs of 
these countries—while United States technical assistance has gone on to assist 
in other pressing development problems. 

When the inter-American technical cooperation program began, our assistance 
was largely directed to the basic fields of agriculture, education, and public 
health. As the program proved itself in these limited areas, however, United 
States representatives were increasingly asked to make American know-how 
available for a wider range of developmental activities including industry, trade, 
public administration, and finance. During recent years American private in- 
vestment has found its greatest overseas opportunities in our Latin American 
neighbors. Over $7 billion of United States private and public capital have been 
put to productive use in Latin American enterprise. So effective have our “good 
neighbors” become in attracting United States enterprise and financing that 
“special economic aid” or financial grants have never been seriously requested for 
the Western Hemisphere. On the other hand, it has been clear for several years 
that increased technical assistance in selected industrial and administrative fields 
was necessary if sonnd economic development was to continue to attract American 
investors and businessmen. 

Twelve months ago a system of country directors was established throughout 
Latin America. With the assistance of economic advisers or program officers, 
their function was to study the overall developmental needs of each country and 
recommend selected technical assistance projects which would best contribute to 
the overall balanced development of these economies. Over the past 12 months 
a number of proposed joint projects have been critically examined and agreed 
project proposals resulting are included in the fiscal year 1954 program request. 
It is to provide this rounding out of United States technical assistance programs 
as a means of assuring a better balance between agriculture, industry, and other 
sectors of the Latin American economies that approximately a 10-percent increase 
in the appropriation for part IV is requested for the coming year. 


THE AREA AND THE PROBLEM 


This part of the inner citadel of free-world defense includes well over twice 
the area of the United States and close to 176 million people. More than 150 
million of these live in the region in which the United States technical coopera- 
tion program is operating under the Institute of Inter-American Affairs as 
regional office of the Technical Cooperation Administration (Puerto Rico and 
other United States dependencies and Argentina are excluded). Around 30 
million of these still retain their identity as pure Indian, living outside of the 
general stream of national economic life. 

To a large extent the physical environment of the region is difficult and 
hostile. In the highlands of the Andes, which are a formidable barrier to trans- 
portation, millions of people work poor soil in forbidding climates at altitudes 
up to 14,000 feet. Altitudes best suited for human productive effort generally 
have either an excessively rugged topography or an exceedingly dry climate. 
The great river basins, while facilitating transportation, become inland seas 
during the rainy seasons, infested by insects and microorganisms which afflict 
plants, animais, and man alike. Even where nature is somewhat kinder, Many 
problems arise from irregular topography and tropical diseases. 

Although in some countries of the region the pressure of the population on the 
land is excessive and basic natural resources are limited, on the whole there 
are sufficient resources for a high degree of economic expansion. 





2 Dependent overseas territories. 
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There is a considerable imbalance of the national economies resulting from 
concentration on single industries (Bolivia, tin; Chile, copper; Brazil and 
Colombia, coffee; Cuba, sugar; Honduras, banana:'; and Venezuela, petroleum). 
Local capital formation is difficult and slow. Without sizable foreign invest- 
ments in productive enterprise the economic growth of the region would be too 
slow to effectively further the objectives these countries have set for themselves. 
In general, these objectives include higher levels of living, achievement of eco- 
nomic and political stability, and creation of an improved position of strength 
for the whole Western Hemisphere—all this to be brought about through 
diversification of their separate national economies and a more balanced over- 
all economic development. 

It is clearly in our national interest to assist the governments of the region 
in improving the conditions which stand in the way of increased production. 
Latin America is a potentially weak link in the chain of the free world’s de- 
fense against Communist aggression. At the present time, the majority of the 
people have such a low standard of living, and such a small stake in democracy 
that they are readily susceptible to the blandishments of totalitarian propa- 
ganda. Raising productivity in the region means not only to make it less 
dependent upon the United States in collective defense against military aggres- 
sion and against the undercover form of political penetration, but also to make 
it a more effective ally from the viewpoint of supplying the strategic and critical 
raw materials required in the defense effort of the free world and particularly 
by the industries of the United States. 

But even if it were not for these specific purposes, the general economic devel- 
opment of this region would be essential to the United States. It is axiomatic 
that economic activity and well-being are greater on both sides when trade and 
exchange are carried on between two highly developed countries than when a 
highly developed country seeks to trade with an underdeveloped one, The 
difficulties which so far have retarded the economic development of Latin 
America can be attacked and overcome. There are sufficient natural resources 
and manpower to make possible a high degree of economic expansion. Even 
in 1951, when we witnessed but the beginning of a new economic era for the 
region, trade with the Latin American Republics accounted for $3.4 billion, or 
31 percent, of the United States total imports and $3.7 billion, or approximately 
one-third of the United States total exports (this being equivalent to about 50 
percent of the total Latin American imports). The Latin American Republics 
are second only to Western Europe as a market for United States exports and 
continue to supply a larger part of United States imports than any other trade 
area. 

The region has always been a capital-deficit area, since capital formation is 
difficult and slow in underdeveloped countries. Just as the United States was 
itself built up with the help of European capital, Latin America, particularly 
since the turn of the century, is being helped by foreign investments. By 1951 
net United States private direct investments and reinvestments in the Latin 
American Republics approached the $7 billion mark, $435 million having been 
invested in that year alone. Conditions can be created which will make the 
region even more attractive to foreign private investors, who can expand its 
productive capacity to proportions more in keeping with the overall objectives of 
the United States. Without such investments the economic growth of the region 
would continue to be unduly slow. Technical cooperation, therefore, includes 
special assistance programs aimed at improvement of institutional deficiencies 
in such fields as public administration, financial organization, statistics, and 
general economic planning. 


WHY TECHNICAL ASSISTANCE PROGRAMS IN THE WESTERN HEMISPHERE ? 


1. Technical assistance needs are great. Undernourishment, disease, and 
ignorance combine to keep the productivity per worker in agriculture at about 
one-fifth that in the United States. For the same reasons productivity is low 
in mining and industry also. Added handicaps to production are the shortage 
of skilled labor, inefficient utilization of manpower and the critical lack of 
transportation and power facilities. All this results in high-cost production 
and poverty of the masses, which in its turn tends to perpetuate undernourish- 
ment, disease, and ignorance. The countries of the region are attempting to 
break this vicious circle, but they need external help in helping themselves. 
There are not as yet enough local technicians available to cope with the huge 
tasks confronting them. 





———eeoe 
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2. Governments and people ask for technical assistance. They ask for such 
assistance from the United Nations and from its specialized agencies, from the 
Organization of American States and from the United States Government. 

Eighteen governments have concluded general agreements on technical co- 
operation with the United States. There is only a very limited program in 
Guatemala, and Argentina has not sought technical assistance except for train- 
ing grants in a few fields. 

Latin American governments, national, state, and municipal, as well as private 
sources, are generally contributing an ever-increasing share of the cost of the 
programs. In the fiscal year ended June 30, 1952, the United States obligations 
of $18 million were augmented by contributions of $32 million from the Latin 
Ameriean countries. In fiscal year 1953 the contribution is estimated at United 
States, $22 million and Latin America, $38 million; in fiscal year 1954, United 
States, $24 million and Latin America, $44 million. These estimates of host 
government contributions are conservative, as many other contributions are 
made, particularly in kind, the dollar equivalent of which is difficult to determine 
or measure. 

3. The case for assistance from the United States Government. The question 
is frequently asked why countries enjoying such favorable trade and being so 
rich in potential resources should receive external technical assistance at the 
expense of the United States taxpayer to remedy their internal shortcomings. 

The technical-assistance program is not a give-away program. It is a coopera- 
tive program in which the United States and the countries in need of technical 
assistance become partners in striving for economic progress of mutual benefit, 
each partner, rich or poor, assuming his fair share of the technica! assistance 
costs involved. Present conditions make it imperative to accelerate this progress. 

Greater economic activity and well-being in the region make for national politi- 
cal stability and for an international position of strength in the Western Hemis 
sphere. The countries in the region realize that it is to their benefit to implement 
programs toward these ends. Having the same objectives and being their partner, 
the United States Government aids where no one else is in a position to aid. 


TECHNICAL ASSISTANCE PROGRAMS IN LATIN AMERICA 


Accelerated and balanced development is the common denominator for the 
various economic objectives spelled out in the Act for International Develop- 
ment in terms of “raising standards of living, creating new sources of wealth, 
increasing productivity, and expanding purchasing power.” 

As far as the technical-assistance program in the Western Hemisphere is con- 
cerned, attainment of these objectives rests upon pursuance of the following 
specific objectives : 

Increasing productivity per worker by doing away with undernourishment, 
disease, and ignorance through programs in food supply, health, sanitation, 
housing, and education, particularly teacher training and vocational education, 
which also serve to increase the number of skilled workers. 

Increasing overall production by appropriate programs in agriculture and 
industry, as well as in the development of natural resources, power, and trans- 
portation. This also involves changing the subsistence economy of many mil- 
lions of people (including 30 million Indians) to fuller participation in and 
greater contribution to the national economies. 

Correcting imbalances in the national economies which result from concentra- 
tion on single industries or products by assisting in diversification of national 
economies. 

Encouraging development of sound economic policies on the part of the gov- 
ernments and supplying technical assistance :nd advice required to attain this 
objective. 

Creating incentives to private investmen’ both local and foreign by proving 
through demonstration projects that private enterprise is needed in a particular 
field, and by providing assistance in finding and presenting opportunities for 
private investment. 


METE'ODS 


The cooperative service, or servicio, is an agency set up by the Latin American 
government as a bureau within an apprepriate ministry to carry out a given 
program of technical assistance in which the United States Government par- 
ticipates by supplying technicians and part of the program funds. Operations 
are cooperatively planned, directed, and administered by United States and 








490 MUTUAL SECURITY ACT OF 1953 


Latin American technicians. Projects completed by a servicio are turned over 
to the appropriate agency of the Latin American government for operation. In 
some instances, the Latin American government requests that a servicio assist 
in the administration of programs carried on by other national agencies. The 
servicio also frequently assists local governmental entities and private third 
parties in the completion of projects to be operated by them. Servicios have 
been singularly free from political pressures and other adverse influences more 
or less typically present in governments of underdeveloped countries. 

The servicio device is the method generally used in carrying out programs 
in the broad fields of agriculture, health, education, and industrial productivity. 
In addition to these major program fields, technical cooperation is carried out 
in many fields of activity which require only the furnishing of the services of 
technicians by the United States with little or no contribution of funds, materials, 
or equipment by the country. The services of individual technicians are thus 
supplied in such fields as public administration, census, etc.; the technicians 
serving as consultants to appropriate ministries and other agencies of host gov- 
ernments. The role of the Joint Commissions for Economic Development in 
Brazil and Paraguay is explained in the country presentations which follow. 

There are training programs systematically integrated into individual country 
programs. They are designed to increase the number of national technicians 
capable of taking over the work of United States technicians, and of training 
additional national technicians. Such training functions are performed chiefly 
through the on-the-job training of the services. Trainees are also sent to the 
United States or to third countries affording specific training facilities. Since 
the Latin American area produces requests for training in a great variety of 
fields, approximately 50 bureaus within the United States Government agencies 
carry out the actual training. 

As a result of experience in operating technical-assistance programs in a 
number of d'fferent fields it has been found that the effectiveness of programs 
is multiplied by following more and more “an integrated area development” 
approach. This means that besides continuing to operate their own separate 
functional programs on a countrywide basis, the chief technical-assistance field 
parties a!so join in planning and implementing an “integrated area development” 
program for certain selected localities, mobilizing available technicians and 
other resources to solve the overall economic and social-development problems 
of the locality. In such areas as the Rio Doce Valley in Brazil and the Peruvian 
seaport of Chimbote and its hinterland, the emphasis is on the self-help efforts 
of the local population, fortified by a combination of various technical services. 
By improving not merely one aspect of local life at a time but, for example, 
agricultural production, industrial development, sanitary conditions, and local 
education and training all together, areas and communities are better able 
to maintain advances made. Intensified development of localities not only 
benefits the national economy as a whole but stimulates similar self-development 
in other localities. “Integrated area development” projects are also one of 
the best means of providing “in-service” training facilities—training on-the-spot 
a great number of skilled individuals whose experience then makes possible 
greatly expanded developmental operations by the Government, without requir- 
ing additional technical assistance from the United States. 

As indicated in the tables of the country presentations which follow, funds 
for stimulating “integrated area development” (the main funds for dévelop- 
ment must come from local capital and loans) will be made available in the 
form of grants to the separate services, but must be at least matched by the 
individual Latin American government concerned. The Service uses these 
funds to aid the areas on self-help efforts in such a way that no increase in 
the number of United States technicians in the Servicio will ordinarily be 
involved. 

In summary it may be said that these programs have: (1) been firmly accepted 
by the Latin American governments as evidenced by their ever-increasing finan- 
cial contributions: (2) been accepted by the people of Latin America as 
evidenced by their active voluntary cooperation in following the leads given or 
by donating labor and funds; (3) taught self-help, self-respect through the 
grassroots approach; (4) developed a spirit of teamwork between United 
States and national technicians which sets an example for the technical- 
assistance program in other parts of the world; (5) effectively demonstrated 
the ability and willingness of the United States to share its know-how: (6) 
played a role of primary importance in fulfilling the historic good-neighbor 
policy of the United States. 
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DOTS * 


Those Western-Hemisphere dependent overseas territories of European Coun- 
tries for which technical-assistance programs are envisaged in fiscal year 1954 
are located wholly within or immediately adjacent to the Caribbean area. They 
consist of 12 Huropean dependencies (7 British, 3 French, and 2 Dutch), with a 
combined population of almost 4 million. 

The comments made above regarding the need for technical assistance in Latin 
America apply equally if not even more strongly to the European Western- 
Hemisphere DOTS. 

The vast majority of the population of the DOTS are living in poverty, disease, 
and ignorance chiefly because economic and social resources have not increased 
as rapidly as has the population. The territories all have their own develop- 
ment plans, worked out in greater or less detail. In addition the Caribbean 
Commission (a United Kingdom-French-Dutch-United States advisory agency) 
and its auxiliary bodies, the West Indian Conference and the Caribbean Research 
Council, as well as international technical conferences sponsored by the Commis- 
sion, have made numerops recommendations for technical assistance projects. 
Although the European metropolitan governments under the obligations of 
trusteeship, have undertaken to foster programs of social amelioration in their 
DOTS, their means have been so gravely depleted by two exhausting wars that, 
even given the will, they are at the present time unable to supply all the basic 
needs of the territories. 

Congress provided in the legislation for fiscal year 1953 for the transfer back 
to TCA of responsibilities for technical assistance programs for Western Hemi- 
sphere dependent overseas territories, after such responsibility had fallen to MSA 
under the 1952 program. Of the three BHuropean metropelitan grovernments 
having territorial responsibilities in the Western Hemisphere, (only the United 
Kingdom has signed with the United States a general agreement for technical 
cooperation in the dependent overseas territories (July 1951). 

This agreement provides, however, that it shall apply only to such of those 
territories as the United Kingdom shall from time to time notify to the Gov- 
ernment of the United States, and as yet none of the Rritish Caribbean DOTS 
have been so identified by the United Kingdom Government. Negotiations for 
a general agreement for technical assistance with the Netherlands applicable 
to her Caribbean DOTS are proceeding. France has not expressed an interest 
in negotiating such a general agreement to cover her Caribbean territories. 

Technical assistance hitherto approved for British, French, and Dutch Carib- 
bean dependent overseas territories has been a result of individual project re- 
quests submitted to the United States (TCA and MSA) by the metropolitan gov- 
ernments. In some cases the impetus for such projects has come from suggestions 
or recommendations of the Caribbean Commission and the West Indian Con- 
ference. 

In developing program plans for the DOTS, which is a relatively new area for 
United States technical assistance in the Western Hemisphere, careful consider- 
ation has been given to the formulation of projects which are economically and 
technically sound and which will be carried out on a cooperative basis with 
both the metropolitan and the local government. Activities in the fiscal year 
1953 include several projects initiated through TCA under the 1951 program. 
In addition, several new activities were provided for under the fiscal year 1953 
program of $16,000. <A total program of $197,000 is planned for fiscal year 1954; 
this amount is included in the overall figure of $24,342,000 for the Western 
Hemisphere as a whole. 


1 Dependent overseas territories. 
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REGIONAL TaBLe II.—Hconomic assistance and technical cooperation, American 
Republics and DOTS ’*—Comparative summary of obligations by country 


{In thousands of dollars] 





Act for international development 


Country } 
| Actual, | Estimate," Proposed, 
1952 | 1953 1954 
— — a —E — = ane - _— ———E - — ——— | ——$___—_— — 
Bolivia... | 1, 392. 2 1, 201.4 1, 476. 5 
Brazil ean 2, B55 1 | 3, 512.8 | 3, 604.0 
Chile a 1, 049. 6 1, 140.9 1, 729. 9 
Colombia 700. 6 978.8 | 1, 707.3 
Costa Rica... 1, 260.7 | 881.6 1, 090.9 
Cuba 145.0 | 246. 6 | 242. 1 
Dominican Republic ; 205. 7 376.1 | 523. 4 
Ecuador eee 1, 243.3 1, 412. 5 | 1, 341.6 
FE! Salvador ‘ went ] 425.6 803. 5 | 763. 5 
Guatemala intel seas 204. 8 211.4 | 211.4 
Haiti 2 i : 621. 1 646. 5 | 808. 6 
Honduras ; ths 626. 4 837.3 | 977.3 
Mexico seveade : seubou 693. 6 | 835. 1 1, 257. 4 
Nicaragua a dieereeae —_ | 576.2 | 746. 2 674.7 
Panama. ..... | 1, 291.0 965. 8 1, 228. 4 
Paraguay 1, 129.9 1, 776.9 1, 534.8 
Peru 1, 708.7 | 1, 974.5 2, 054.8 
Uruguay ' 4 é 2 ol 362. 6 506. 5 515.0 
Venezuela. .-- ‘ 130. 0 210.3 | 187. 5 
DOTS ; 68.3 16.0 | 197.0 
Regional . : 850.0 | 1, 485. 5 | 1, 245. 9 
Domestic program cost initia ; 547.9 | 739. 3 | 970. 0 
| 


Total obligations. _- [ ; oa as : 17, 788 3 a 21, 595. 5 | 24, 342.0 





1 Dependent overseas territories in the Western Hemisphere. 


Mr. Woop. Then we have a number of other matters which I think 
we can cover quite briefly and so perhaps finish our presentation. 


DEPENDENT OVERSEAS TERRITORIES 


We have a request for a program in the dependent overseas ter- 
ritories of the European metropolitan countries of a nature which is 
similar to the regular technical progress and development programs 
and special economic assistance programs that we have been dis- 
cussing for other areas of the ane We have a description of that 
program which we would be glad to offer for inclusion in the record. 

The CHarmman. What countries are they ¢ 

Mr. Woop. Dr. FitzGerald is the man who will testify on this, and 
he can read those areas into the record if you like, sir. 


STATEMENT OF D. A. FITZGERALD, DEPUTY TO THE DIRECTOR, MSA 


Mr. FrirzGrrarp. The overseas territories program is primarily 
in Africa, Mr. Chairman. 

The Cuarrman. That is a little territory. 

Mr. FrrzGeravp. It is a fairly sizable territory. We have some 
maps here on it. 

The Cuatrman. Tell us what part of Africa. 

Mr. FrrzGrerautp. The United Kingdom overseas territories in A fri- 
ca, the French overseas territories in Africa, the Italian overseas ter- 
ritories, the Portuguese overseas territories, and the Belgian over- 
seas territories. 

The CuHarrman. Name them and say how much. 
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Mr. FirzGerap. Technical assistance projects as follows: United 
Kingdom overseas territory, $126,500. The French overseas ter- 
ritories, $415,000; Italian overseas territories, $22,400; Portuguese 
overseas territories, $320,200; Belgian overseas territories, $156,500. 
In total for these projects, $1,040,600. 

Development projects in these territories, United Kingdom, $21,- 
000,000; French overseas territories, $14,000 000; Italian overseas ter- 
ritories, $1,275,000; Portuguese overseas territories, $3,000,000; Bel- 
gian overseas ter ritories, $5,000,000. Those development projects add 
up, Mr. Chairman, to $44,275,000. 

Those are illustrative programs. We are asking for authorization 
at the present time for $25,000,000 only. Some of these projects will 
not materialize. 

Others will no doubt develop during the course of the next year, 
and some of the projects that we have listed in this summar y program 
will be turned over to or financed by other agencies as the projects 
materialize. 

The Cuarrman. African dependent overseas territories, $24 mil- 
lion; that is the item? 

Mr. Woop. That is correct. 

Mr. FrrzGerravp. $24 million for the overseas territories of Africa, 
and $1 million for the far eastern territories. 

Mr. Woop. Overseas territories in the Far East. 

The CuarrMan, All right, what statement do you want to put in? 
Does it tell in detail what each country is to get ? 

Mr. Woop. Yes; and breaks it down by ‘categor ies of proposed or 
possible expenditures. I thing it is a fairly full and complete state- 
ment on this subject which we “probably don’t need to go into in testi- 
mony. I think it will cover the information required by the Congress 
on this subject. 

The Cuarrman. All right; put it in. 

(The statement above referred to is as follows :) 


DEPENDENT OVERSEAS ‘TERRITORIES PROGRAM, FISCAL YEAR 1954 
I. THE PROGRAM 


The executive branch has proposed an overseas territories development progr am 
for fiscal year 1954 which will require new obligational authority of $25 million.’ 
This will be supplemented by the use of funds provided for under the basic ma- 
terials program which is being presented separately. This makes possible a single 
program with three related approaches for making an effective United States 
contribution to meeting the needs of the dependent overseas territories of the 
European NATO countries for rapid, substantial, and balanced development in 
their political, economic, and social life. The three aspects of the program are: 

1. Technical assistance.—Technical assistance will make available to the ter- 
ritories the specialized skills and the scientific knowledge which is essential to 
solution of problems basic to the welfare of the native peoples in health, housing, 
sanitation, and agriculture. Technical assistance will also be available for re- 
sources development, for increasing private investment, for the improvement of 
administrative practices, for technological advancement and expanding produc- 
tivity. These are essential elements creating a base for the economic and social 
growth of the native peoples, which will make possible and justify increased 





1 The $25 million is included in the fiscal year 1954 Mutual Security authorization request 
as follows : $1 million for dependent overseas territories in the Far East (sec. 543, proposed 
legislation) and $24 million for African dependent overseas territories (sec. 206, proposed 
legislation). 


33902—53———32 
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private investment in productive enterprises. The United States, which was 
so recently an underdeveloped country itself, has had to find solutions to many 
of the same problems, particularly in the field of agriculture and transport, that 
are now faced by these underdeveloped territories. Europe, which in some cases 
has not been faced with the same problems and which has developed over so much 
longer a period of time, has not developed as fully the techniques and skills 
necessary to the solutions of these problems. It is because of this unique con- 
tribution which the United States has to make that technical assistance is of 
vital importance in the development of these terrorities. There is, however, 
another important reason why technical assistance is necessary. The territories 
are so numerous and the area they cover so vast that even where European tech- 
niques and skills are adequate, in many fields there are not sufficient European 
technicians available. The required transfer of skills, techniques, and knowledge 
will ordinarily be made by making available United States experts to assist the 
local administrators in the territories and by furnishing the specialized equip- 
ment and materials essential to the effective conduct of the programs. 

2. General development.—The general development aspect of this program is 
close’y related to technical assistance. It is the second tool to be used to achieve 
our objectives as expressed above and is the one which will be most effective 
in redirecting investment toward projects of high priority interest to the United 
States. While technical aid consists primarily in meeting the costs of making 
available the services of experts, general development requires a direct capital 
investment. The United States contribution will ordinarily be less than half 
and frequently far less than half; its availability will make possible the early 
carrying out of projects which might not otherwise be undertaken and will 
induce substantial investment by the metropole and the territory. Financial 
assistance for development will generally be made available for essential proj- 
ects which contribute to the welfare of the native peoples and to the economic 
growth of the territories. The program will stress, among other things, land 
development with particular emphasis on utilization of water resources us 
means of increasing the supply of food for the loeal peoples, thus raising 
them above the subsistence level and improving the labor supply. Methods and 
techniques more adapted to the local problems in fields such as agriculture, hous- 
ing, transportation, and health will be demonstrated in actual practice on a 
sufficient scale to show how their adoption would improve living standards and 
expand production. Assistance for these purposes, as well as in connection with 
the basic materials program described below, will be made available to meet 
both the direct dollar costs and a portion of the local currency costs of the pro- 
jects. 

3. Basie materials development.—Funds from the basic materials develop- 
ment pregram will be available for the third aspect of this program; i. e., 
for financing in the overseas territories a part of the cost of transport, power, 
port development, etc. It will increase the production of raw materials fcr the 
United States and countries receiving United States assistance and will assist 
in the establishment of conditions which will make private investment for pro- 
ductive enterprises possible. Projects under this program will be related to 
technical assistance and general economic development, as a successful mate- 
rials program depends on general economic and social progress and not just on 
capital investment in basic facilities. The overseas territories development 
fund and the basic materials fund will supplement each other and will in turn 
be supplemented in the total United States approach to territorial develop- 
ment by loans from the IRBD and the Export-Import Bank. It is only through 
such a rounded approach to these territories that we can hope to maintain 
our relations with the peoples of the territories and the metropoles in such a 
fashion that we can be assured over the medium term of their continued cooper- 
ation in meeting our mutual needs. 


If, WHAT WILL TIE PROGRAM ACCOMPLISH ? 


The investment in men and money, required to meet the development needs 
of these territories from the standpoint of the aspirations of the peoples of the 
areas and from the standpoint of the potential contribution the areas could make 
to the free world, is extremely large. The resources available to the territories 
from their own revenues are totally inadequate to meet this requirement. The 
economic condition of the metropoles is such that they are not in a position ade- 
quately to supplement the resources of the territories. It is not the purpose of 
this program to attempt to fill this gap in resources. It is felt, however, that by 
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the use of he minimum funds here proposed it will be possible to do much to meet 
the development requirements through assuring a better use of existing resources 
and where a choice of projects is necessary to influence the selection of those 
projects most necessary from the standpoint of United States objectives. 

Though the aid proposed for the territories is small wi.en contrasted with the 
total annual investment of the European countries in their dependencies, it can 
mean an effective and essential participation by the United States in the develop- 
ment of these areas. The peoples of the territories, particularly in those areas 
now approaching self-government, look to the United States for assistance and 
technical guidance in their economic development, as well as to the metropoles. 
As a minimum, United States participation is necessary as a demonstration of 
our interest in their welfare. The objectives and priorities of the United States 
in tke territories are not necessarily the same as those of the metropoles. 
Through our assistance program, we have the opportunity of influencing the ter- 
ritorial development plans so that they meet United States objectives as well as 
those of the territories and the metropoles. 

Technical assistance not only makes possible a transfer of United States ex- 
perience in meeting development problems but places us in a position to show 
how the limited resources available can be more effectively used; on the other 
hand, this combined with an actual financial contribution will frequently induce 
sufficient additicnal investment by the metropole and the territories to make pos- 
sible the carrying out of important projects not otherwise possible. In many 
cases, projects in which we are interested and which are high on our list of 
priorities will not be undertaken wniess the United Siates is willing to make a 
financial contribution. As an outsider, we are in a position to promote regional 
development plans and modify the attitude of the metropoles and the native 
peoples toward the problems inherent in dependent status. A United States 
program makes it possible for us to work with the territories and the metropoles 
alike for an improvement in the health, and the living standards of the native 
peoples which is a prerequisite to general development and the increased pro- 
duction of materials which will be increasingly essential to the United States 
and Europe. 

The ¢xpansion of materials producticn in the territories, which this program 
furthers, should make possible within a few years substantial dollar savings to 
the European countries through increasing the availability of materials from 
nondollar sources. At the same time the DOT exports of materials to dollar 
areas will undoubtedly increase and so enlarge the dollar receipts accruing to 
the European monetary systems. The development of production in the terri- 
tories of tropical timber, oilseeds, manganese, and tungsten will assist materially 
in lessening the dependence of the free world on imports of these commodities 
from the Soviet bloe and thus aid in achievement of an important objective of 
United States economic defense policy. 


Ill. THE PROBLEM OF THE DOT’S AND THE INTEREST OF THE UNITED STATES 


The immediate interest of the United States in the dependent overseas terri- 
tories has been determined by the current world situation in which raw material 
production has failed to keep pace with expanding industrial requirements. The 
overseas territories are already among the most important producers of mate- 
rials in the free world and offer the most substantial promise of expanded output. 
Africa is practically the sole source of supply for such vital items us industrial 
diamonds, columbite and cobalt and in addition is an important exporter of 
uranium, chrome, manganese, copper, tin, asbestos, graphite, palm oil, and sisal. 
The continued production of these materials depends not alone on direct capital 
investment in the producing enterprises but on creating the economic structure 
within which economic growth is possible. 

The territories are deficient in this indispensable economic structure. ‘They 
lack the basic transportation, power and other facilities necessary to sustain 
and increase productivity. They suffer generally from a shortage of labor and 
they lack adequate technicians and skilled workers, food supplies, public health 
and training facilities, water supply, etc. In many cases intensive surveys and 
exploration are still necessary as are detailed studies of the most economie 
means of solving their transport, power and agriculture problems, 

The dependencies are not only making a contribution to the defense effort in 
supplying Europe and America with materials, but they are providing strategic 
bases in Africa and the islands of southeast Asia. The area of Africa, south of 
the Sahara, is an important buttress to north Africa and the maintenance of our 
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position in the eastern Mediterranean. Malaya, quite aside from its rich re- 
sources in rubber and tin, is the most readily defensible area in southeast Asia 
in the event of a further deterioration of the situation in Indochina, in which 
event it might be deemed essential that financial assistance be made available for 
road construction in northern Malaya for defense purposes as well as for econ- 
omie development. 

Europe and the United States are faced with the need of increasing the pro- 
duction of raw materials in the underdeveloped areas of the world to meet indus- 
trial requirements either in peace or for war and they are under the military 
necessity of maintaining their strategic bases in those same areas. This cannot 
be done without the cooperation of the native peoples. The day is long since 
past when the native could be persuaded or forced to labor in an enterprise which 
bore little or no relation to his own needs and aspirations. He is becoming vocal, 
has developed a political consciousness and is demanding a place in the sun. 
The political crises in Kenya, Morocco, and Tunisia are examples of the problem 
to which a solution must be found while the Gold Coast and Nigeria are examples 
of steps being taken to solve such problems. Economic stresses in part create 
and in part aggravate political tensions and cooperative economic measures can 
moderate their intensity. 

It has been the policy of the United States through its assistance programs for 
the DOT's to encourage such cooperative measures as will make possible the 
political stability in these areas which is so essential to our national objectives 
and interests. This political stability depends in a large measure on our assisting 
in creating an environment in which the native peoples will feel that their 
aspirations can best be served by associating and cooperating with the nations 
of the free world. 


APPENDIX 
Brizr SUMMARIES OF SELECTED ILLUSTRATIVE PROJECTS FOR FISCAL YEAR 1954 
A, SELECTIVE ILLUSTRATIVE TECHNICAL ASSISTANCE PROJECTS FOR FISCAL YEAR 1954 


1. United Kingdom O1’s 

Private investment survey, Uganda: Estimated request for United States 
assistance is $21,000. A team to establish opportunities for private capital in- 
vestment, United States and foreign, in area. It would also be expected to re- 
sult in decisions on fields in which such investment is possible, recommenda- 
tions on government action necessary to improve climate for such investment 
and recommendation on specific steps to reach potential investors. 

Aerial survey of part of Volta River Basin, Gold Coast: Estimated request for 
United States assistance is $45,000. TA grant to cover cost of a survey in con- 
nection with the proposed hydroelectric scheme for production of aluminum. 

United States coal expert to advise on expansion of coal production, Southern 
Rhodesia: Estimated request for United States assistance is $8,000. A United 
States coal expert to advise on the expansion of coal production in the Wankie 
coalfields and the advisability of granting a basic-materials loan for the accelera- 
tion of the current development program. 

Coordination of development planning, Southern Rhodesian: Estimated re- 
quest for United States assistance is $2,500. A Rhodesian government agrono- 
mist, reclamation specialist and agricultural specialist to study in the United 
States the general problem of coordinating development planning in preparation 
for the government Sabi Valley plan. 

Technical requirements for hydroelectric project, Southern Rhodesia: Esti- 
mated request for United States assistance is $50,000. A United States firm or 
team for advising on the technical requirements to complete a hydroelectric proj- 
ect in the Kariba Gorge on the Zambezi River. 


SPINE x srinicasantbinancninvadinnebeneaditiite sehen ennnhehetaisieatad ts $126, 500 


French OT’s 

Survey, exploration and prospecting for tin, columbium and wolfram, French 
West Africa: Estimated request for United States assistance is $300,000. Ex- 
ploration, prospecting, and development of over 75,000 square kilometers in 
French West Africa for tin, columbium, and wolfram. TA needs are for aerial 
photography, combined with geological and prospecting team. This would estab- 
lish mineralized areas and open way for private investment in production 
facilities. 
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Animal Husbandry and Agricultural Development, Lake Chad area, French 
Equatorial Africa: Estimated request for United States assistance is $85,000. 
Area has great apparent potential as food source for badly underfed native 
peoples of the area. United States technicians could help in its development. 

Study of problems in organization and plinning, French African Territories: 
istimated request for United States assistance is $30,000. An undetermined 
number of small groups and individuals from the upper levels of the French 
Overseas Territories Administration to study specific problems in organization 
and planning in the United States. 


Tee eT en ee eee $415, 000 


8. Italian OT’s 

Shallow-well program for cattle industry, Somalia: Estimated request for 
United States assistance is $2,400. A ground-water specialist to visit the United 
States to learn latest techniques and use of equipment in developing shallow- 
well program for the cattle industry. This is one of the primary problems facing 
this area, and United States experience appears to be directly usable in solving it. 

Port Survey, Somalia: Estimated request for United States assistance is 
$8,000. An American port and harbor engineer to advise on the rehabilitation 
and development of port facilities. 

Plant-insect and disease control, Somalia: Estimated request for United 
States assistance is $6,000. A United States expert to advise on the specific 
plant ‘insect and disease control as basis for extending agriculture in this area 
now primarily limited to pastoral pursuits. 

Private investment potentialities, Somalia: Estimated request for United 
States assistance is $6,000. A United States expert to survey private investment 
potentialities. Same objective as Uganda survey described above. 


is ie ihc dinid cicarpetintitbn ie it a entpttineininnnteninthdipaiialinlies Peuseee 


4. Portuguese OT’s 

Vocational training, Mozambique: Estimated request for United States assist- 
ance is $125,000 (including demonstration equipment). This project will provide 
United States personnel to set up vocational training centers to train local 
teachers in machinery operation, repair, and maintenance, simple toolmaking, 
and other crafts essential to the operation of ports, railroad, and motor transport, 
utility and industrial plants of the area. It will lay the basis for provision of 
needed local artisans and mechanics to support the planned economic develop- 
ment program of the Portuguese for Mozambique. This is of primary interest to 
United States since this area is an outlet for minerals production of the Rhodesias 
and its transport capacity controls possible expansion of production of cobalt, 
copper, chrome of that area. 

Railroads, Angola: Estimated request for United States assistance is $8,000. 
This consists of three phases: (a) A railroad survey to report on the adequacy 
of railroad line to support increased production of manganese and other basic 
materials from central Angola to the port of Luanda; (b) to advise on the pres- 
ent capacity of Mossamedes to Sa da Bandeira Railroad line and proposed 
extension to northern Rhodesia; (c) to justify recommendation for any pro- 
posed American loan for improvement of the Benguela Railroad. 

Private investment study, Angola: Estimated request for United States 
assistance is $25,000. A team of experts to study institutional factors which 
inhibit private investment, availability of private Portuguese territorial and 
foreign capital for investment, opportunities for investment and means of stimu- 
lating flow of private capital into productive enterprises. 

Productivity, Mozambique and Angola: Estimated request for United States 
assistance is $30,000. A team of three composed of a mining engineer, agricul- 
tural economist and an industrial engineer, to be employed for 1 year to advise 
the governments and members of the industries concerned on ways and means 
of increasing production of strategic and other basic materials, including food 
in short supply in Africa, the metropole and Europe. 

Expansion of harbor, dock, and port-storage facilities, Angola: Estimated 
request for United States assistance is $18,000. Two United States experts to 
advise the Angolan authorities on planning for expansion of harbor, dock, and 
port-storage facilities in Mossamedes Harbor. 

Food-crop investment, Mozambique: Estimated request for United States 
assistance is $18,000. Two United States experts to advise Mozambique agricul- 
tural authorities on the improvement of current crops and introduction of new 
crops. 
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Urban public utilities, Mozambique: Estimated request for United States 
assistance is $10,200. Two United States experts to advise on power and water 
shortages resulting from outgrown facilities in several of the Mozambique ports. 

Iron-ore Survey, Goa: Estimated request for United States assistance is $36,- 
000 (including aerial surveys and related equipment and supplies). A United 
States firm or survey team to determine the extent and quality of the iron-ore re- 
serves in Goa. Lron from Goa already being shipped to Japan but possibility of 
considerable expansion. 

Manganese and bauxite survey, Goa: Estimated request for United States 
assistance is $50,000. A United States firm or geological survey team to deter- 
mine more generally the prospects for developing the mining of manganese and 
bauxite in Goa. This is a companion survey to the iron-ore survey, except it 
does include an aerial survey and will not concentrate on existing reserves. 

net 6) ie ces sees be he) ee eine oaks 2 $320, 200 
5. Belgian OT’s: 

Fertilizer study, Congo: Estimated request for United States assistance is 
$3,000. The objectives are to determine by laboratory methods, pot experiments, 
et cetera (and at an early date by field tests) the kinds, quantities, and com- 
binations of plant nutrients that must be added to various soil types for different 
plants, mostly annual food crops, to obtain optimum results. It is believed that 
methods recently developed in America for measuring the effects of known and 
controlled plant nutrients upon plant growth are more efficient and effective 
than those in use in other parts of the world; hence American technicians are 
needed for this project. 

Agriculture production statistics study, Congo: Estimated request for United 
States assistance is $1,000. An extensive and diversified program of agri- 
cultural research is under way at Yangambi (Beltsville of the Congo) and at the 
several regional research stations in the Congo. Some research studies have 
been in progress for a number of years. A large amount of data has been and is 
being accumulated, The valid results of research need to be made available 
quickly for use in practical agricultural production. No doubt most of the 
experiments have been well planned and designed. In general, internationally 
accepted practices and procedures are followed. Nevertheless, some special 
counseling and advising is needed in order to ensure that experiments are being 
designed in the best way. But the primary and most urgent reason for this 
project is to provide technical “know how” in the evaluation, analysis, validation, 
and presentation of conclusions, of experimental data in the most efficient and 
economical manner. Americans have made remarkable progress in this fleld in 
recent years, 

Transport survey, Congo: Estimated request for United States assistance 
is $50,000. United States technical aid requested in developing detailed planning 
for construction of 12,000 kilometers of arterial highways, one of the basic re- 
quirements for an expanding economy. 

Vocational agricultural training programs, Congo: Estimated request for 
United States assistance is $15,000. Agricultural progress in the Congo is de- 
pendent in a large measure on down-to-earth, realistic, practical education. 
This statement cannot be overemphasized. The purposes of this project are to 
provide two American specialists, one man and one woman (1) to study the 
educational needs of the natives in a few selected, representative regions in the 
Congo; (2) to recommend a system of practical training to meet those needs; 
and (3) to suggest practical means and methods of implementing the suggestions 
and recommendations. 

Agricultural economics, Congo: Estimated request for United States assistance 
is $7,500. The sound, future development of Congo agriculture requires a staff 
of professional workers specialized in the science of agricultural economics. In 
this project it is proposed (1) to send a carefully selected Belgian agronomist 
to the United States for a minimum period of 9 months to study in a recognized 
school of agricultural economics, preferably Cornell, and thereafter; (2) to 
bring a prominent American agricultural economist to the Belgian Congo for 
a minimum period of 83 months to advise the returned Belgian in outlining and 
beginning a program of research in appropriate sectors of the field of agricultural 
economics. 

Public administration, Congo: Estimated request for United States assistance 
is $50,000. Special administrative courses for undetermined number of young 
Congo civil servants to study at a United States school of business in the field 
of public administration. 
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Sewage and drainage, Congo: Estimated request for United States assistance 
is $30,000. Three American technicians to advise Congo administration on 
sewage and drainage problems in the five expanding native cities of the Congo. 


oe | ORR EE EET Co Be he BO ek ae Se $156, 500 





Total estimated United States technical services costs, illustrative 
Tm projects. 2k ee wut aita al Behk ciedeantore aces SOS GBD 
Kstimated demonstration equipment costs_____- wide at 500, 000 


Grand total_____ s ____* 1, 540, 600 


‘In addition to these illustrative technical assistance projects tentative estimates of 
$200,000 to $400,000 have been made to support regional economic cooperation in the 
overseas territories by assistance to certain projects of the OEEC’s Overseas Territories 
Committee and those operations of such regional and inter-governmental bodies as the 
Commission for Technical Cooperation in Africa. Aid to these organizations will be for 
specific projects which promote fuller inter-African cooperation. 

Illustrative regional projects in the DOT's which would be eligible for MSA financing 
are: 

(@) Regional public health arrangements to permit French and British medical officers 
to work in each other's territories in West Africa on the control of sleeping sickness 

(b) Institutional support for operating common supplies of vaccines which would be 
available to any dependent territory without customs or other restrictions. 

(c) Esablishment and/or support of common research centers on cattle disease, soils 
analysis, native housing and health, ete. 

In addition, certain experimental projects which would aid in the dissemination of basic 
agricultural techniques to native farmers are in the process of project submissions 


R. SELECTED ILLUSTRATIVE OVERSEAS TERRITORIES DEVELOPMENT PROJECTS FOR FISCAL 
YEAR 1954 
1. United Kingdom OT’s 

Review hydroelectric and irrigation scheme, Tanganyika: Tanganyika is a 
major preducer of gold and diamonds and is an important producer of mica 
and lead concentrates. The plantations of this territory also account for a 
major part of the African sisal crop, which supplies 50 pereent of United States 
imports. Two companies, whose equipment has a capacity of about 30,000 kilo 
watts, now produce electricity for the development of Tanganyika and for the 
sisal region. These facilities also supply power at the Kenya port of Mombasa. 
If the output of minerals and fibers is to he increased in the territory other 
new sources of hydroelectric power, such as this, will be needed At this stage 
a rough estimate of the total cost of the preject in dollar equivalents is $10 
million. Estimated request for United States assistance is $4,200,000. 

Road improvement, British African territories: Because of the improvement 
of truck road facilities necessary to expand materials production and general 
economic development, contribution to such efforts would be made only after 
surveys by MSA or independent experts showed that they were high priority 
items and economically justifiable. The road development problem as related 
to development in these areas is comparable to the one the United States faced 
and solved with its “farm to market” road program in the early part of this 
century. Its solution is essential to continued expanded development. For road 
improvement projects, MSA would contribute not more than 50 percent of the 
eost of any project. Estimated request for United States assistance is $8,400,000 

Development of water resources, British East Africa and the Rhodesias: The 
lack of adequate water supply is seriously impeding general economic develop- 
ment and materials production in many of the British African territories, par- 
ticularly British East Africa and the Rhodesias. One example may be cited: 
The expansion of facilities at the Port of Mombasa, essential to the produe- 
tion in the Kilembo area in Uganda, will not be effective unless an adequate 
water supply is made available to the Mombasa town area so that the popula- 
tion and working force can be expanded. Another and perhaps more important 
example is the Kikuyu tribe of Kenya. {t has doubled in number in the 
past 30 years and there is inadequate arable land to support this primarily 
agricultural people. The political problem of Mau Mau now faced with these 
people can probably never be solved until adequate steps are taken to solve 
the land problem. Land is available in the area, some even arable without 
irrigation, but can only be settled after adequate year-round sources of water 
are developed. Contributions to such projects will be made only after study 
by MSA or independent experts disclose that the projects in question are of a 
high priority nature and economically justifiable. To such projects MSA would 
not contribute more than 50 percent of the total cost. Estimated request for 
United States assistance is $8,400,000. 


PU it et ce eae $21, 000, 000 
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2. French OT’s 


Development of river valleys and pasture lands, French Equatorial Africa: 
This project is for the development of river valleys and pasture lands in the 
Chad Basin of French Equatorial Africa to supply food for local consumption and 
for export to mining regions of central Africa. This project would require asso- 
ciated technical assistance described alve and to it MSA would not contribute 
more than 50 percent of the total cost. Estimated request for United States 
assistance is $4 million. 

Agricultural development, French North Africa: This project is for village- 
level agricultural development throughout French North Africa and would re- 
quire associated technical assistance. The political problem of French North 
Africa is complicated by the serious economic problem posed by the large part 
of the native population living barely at the subsistence level. This problem 
has arisen in great part because of the rapid expansion in population over the 
past 30 years, which has not been accompanied by a sufficiently rapid improvement 
in agricultural techniques and production. The French have already shown 
the possibility of substantial improvement in this field but do not have adequate 
money or technicians to move ahead as rapidly as the situation requires. Im- 
provement in this situation, while it would not solve the complicated political 
problem, would do much to eliminate a situation which has aggravated it. The 
United States contribution would not be in excess of 50 percent of the total 
cost of the project. Estimated request for United States assistance is $10 million. 


Subtotal 
8. Italian OT’s 


Tuna fishing, Somalia: The FAO has undertaken a study of the fishing indus- 
try in Somalia and upon the completion of that study it is expected that data 
will be available which will make it possible to develop a fishing industry to 
supply the needs of the people in Somalia and provide fish for export to the 
Middle East. In this event MSA would participate by meeting a part of the 
costs for refrigeration plants at Alula, Candula, and Bender Cassim and for the 
rehabilitation of docks at those ports and for two tuna fishing boats. The MSA 
contribution would be by way of meeting the foreign-exchange costs of the 
project and the estimated request for United States assistance is $825,000. 

Agricultural development, Somalia: A project for native village agricultural 
development to include water supply, agricultural machinery, extension services 
to improve agricultural production and health. This project would require asso- 
ciated technical assistance and the estimated request for United States assistance 
is $450,000. 


Subtotal $1, 275, 000 
4. Portuguese OT’s 


Limpopo River development, Mozambique: This land reclamation scheme is 
eonnected with the building of the Pafuri rail link, since its main dam would 
also be used as a railroad bridge over the Limpopo River. The scheme would 
open new land for white and native settlers, improve the food supply for the 
port of Lourenco Marques and adjacent areas, improve agricultural efficiency 
and thus release native labor for other purposes and reduce the area’s depend- 
ence on imported food supplies. MSA would not contribute to this project more 
than 50 percent of the total cost. Estimated request for United States assistance 
is $3 million. 


Subtotal 


5. Belgian OT’s 

Road construction, Belgian Congo and Ruanda-Urundi: Construction of all- 
weather roads in Ruanda-Urundi to connect tin, columbite, tentalite, tungsten, 
and food-producing regions with existing transport systems of the Belgian 
Congo and Uganda. Contribution to such a project would be made only after 
surveys by MSA or independent experts showed that they were high-priority 
items and economically justifiable. The total cost of construction over a 
period of years in dollar equivalents is estimated to be $10 million and the 
estimated request for United States assistance is $5 million. 


Subtotal__- 
Total illustrative overseas territories development 44, 275, 000 
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C. SELECTED ILLUSTRATIVE BASIC MATERIALS PROJECTS FOR FISCAL YEAR 1954 


1. United Kingdom OT’s 

Wankie colliery, Southern Rhodesia: This colliery in Southern Rhodesia is 
the source of the only good coal available in the whole region and is essential, 
not alone to the expanding development of Southern Rhodesia, but to the 
expansion of minerals production, particularly copper, cobalt, chrome, and 
asbestos in the Copper Belt of Northern Rhodesia and the Belgian Congo, and 
in Southern Rhodesia itself. Expansion plans for mineral development are 
already handicapped, because the production and delivery of this coal has 
not kept pace with the expansion of facilities. This colliery has already ex- 
panded its facilities once, with funds secured from the London money market. 
Part of the expansion here mentioned will be financed from the same source, 
but that source cannot make available the total funds for this vitally needed 
expansion. The total dollar equivalent cost of this project is estimated at $25 
million, and the estimated request for fiscal 1954 is $7 million. 

Sinoia-Kafue Cutoff, Northern Rhodesia: The expansion of minerals pro- 
duction in the copper belt, particularly copper and cobalt, is hampered—not 
alone by suitable energy sources at reasonable cost—but also by the unavaila- 
bility of transport to bring in equipment and supplies and to take out produc- 
tion. The normal route for the Northern Rhodesia part of this area, and in 
part for the Congo portion, is over the Rhodesian railways and then the 
Mozambique railways to ports in that latter territory, primarily Lourenco 
Marques Beira. The Knappen-Tippetts-Abbett survey for a more direct connec- 
tion of the Rhodesian railways to the port of Lourenco Marques recommended 
that the Pafuri link be constructed immediately and also recommended that the 
later Rhodesian railways should be linked by another connection to the port 
of Beira, this being the Sinoia-Kafue Cutoff. The first, the Pafuri Cutoff, is 
now under construction, being financed by loans from the Eximbank and the 
IBRD. This Sinoia-Kafue Cutoff was the second one recommended, and it is 
expected that work will begin in fiscal year 1954. It will shorten the haul 
from the port of Beira to the Copper Belt region by approximately 500 miles, 
and thus not only improve transport for that area, but by making possible a 
more efficient use of existing equipment, help to relieve the general transport 
shortage in the haul area. The estimated request for United States assistance 
in fiscal 1954 is $5,600,000. 

Kafue hydroelectric scheme, Northern Rhodesia: The general shortage of 
energy sources at reasonable cost, continues to impede expanded mineral devel- 
opment in the Copper Belt area. The proposed further expansion of production 
of coal at Wankie Collieries described above, will help to meet this problem, but 
only in part. It is proposed to construct a hydroelectric station at Kafue, as 
a further contribution to a solution of this energy problem. However, no United 
States contribution would be made to such a scheme, except after assurance, 
probably on the basis of a general energy survey of the region, that it was the 
most appropriate next step in solving the problem. This would require a review 
of other hydroelectric developments, such as the Kariba Gorge project, to prop- 
erly assess the priority amongst the projects, and relate them to each other and 
the general problem. Estimated total cost in dollar equivalent is $85 million 
and the estimated request for United States assistance in fiscal 1954 is $5,600,000. 

Rehabilitation of Lake Victoria ports, British East Africa: Lake Victoria is 
a navigable East Central African lake that is surrounded by three British terri- 
tories: Uganda, Kenya, and Tanganyika. It is of great importance to these 
countries and to the whole Central African region because the railroads of the 
area are connected across the lake by steamer traffic. The increasing output 
of the mines of this whole area plus that of Ruanda-Urundi travels across the 
lake to railroads connecting with the East African ports on the Indian Ocean. 
The facilities on Lake Victoria are inadequate to handle the increasing traffic 
in copper, tin, columbite-tantalite, tungsten, and other metals. This dollar sum 
is to aid in the development of such lake ports as Bukakata and Katebo in 
Uganda, and Bukoba in Tanganyika. The estimated request for United States 
assistance in fiscal 1954 is $4,200,000. 


Subtotal ie cn telecasts _... $22, 400, 000 
2. French overseas territories 
Bauxite production, French West Africa: A plan is being developed for the 


further expansion of bauxite production in French West Africa, where produc- 
tion began in the calendar year on an island lying off the coast, from which ship- 
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ments have already started to Canada. The possibility exists of a substantial 
increase in such production and export, but it will require exploration and the 
provision of transport and power facilities. It is expected that some limited 
financing for such a program will be requested in fiscal vear 1954; this request 
is estimated at $2 million, which will be utilized for engineering studies only. 
Manganese deposits, French Equatorial, Africa: Manganese deposits of some 
importance have been discovered in French Equatorial Africa, but their devel- 
opment on a scale important enough to meet any substantial part of free-world 
needs depends upon the provision of adequate transport. It is expected that 
financing may be required for the provision of such transport facilities beginning 
in fiscal year 1954. The estimated request for United States assistance in fiscal 
1954 is $2 million, which will probably be utilized for engineering studies only. 
Port of Nemours, French North Africa: The port of Nemours, which is one 
of the ports through which are exported lead, zinc, and phosphates produced in 
North Africa, is inadequate and is hampering the export of these materials. 
In fiscal year 1953 there is being considered a loan to be used to finance a por- 
tion of the cost of expansion of the facilities of this port. The total dollar 
equivalent cost of this project is estimated to be in excess of $10 million and 
the estimated request for United States assistance in fiseal 1954 is $2 million. 
Rice production, Madagascar: This project is for the development of planta- 
tion and native rice production for consumption and export in an area which 
is one of the largest producers outside of Southeast Asia and which has a high 
potential production. Madagascar is already producing substantial quantities 
of rice and is a net exporter. This proposal is part of a major development 
scheme involving improvement of rice strains, improvement of production tech- 
niques, reclamation, irrigation, and transport. The French do not have avail- 
able adequate technicians or money to complete this development. The total 
dollar equivalent cost of this project is estimated to be $10 million and the 
estimated request for United States assistance for fiscal 1954 is $4 million. 


Beet toe es oe Me RRR bie MB! 3 PON Es Se Gass $10, 000, 000 


3. Portuguese OT’s 
Loans for basic materials development, Angola, Mozambique, and Goa: Con- 
sistent with MSA’s program to stimulate private investment and to promote 
the earliest possible development of known deposits of strategic minerals, the 
establishment of a minerals bank is proposed. Such a bank could operate as 
a separate agency, or as a department of existing banks, but under special 
policies aimed at the ready processing of sound loans to private operators. The 
6-year plan contemplates such activity and provides for funds. The total cost 
of establishing the proposed banks in dollar equivalents is estimated to be $7 
million and the estimated request for United States assistance in fiscal 1954 

is $3 million. 

Subtotal ; aan ie hates : a . $3, 000, 000 
Total illustrative basic materials projects ssoman paiieesiatatamaanaieni ets aes a 
Grand total yt are ee eae at 


Mr. Woop. Next we come to a program of basic materials develop- 
ment, which again Dr, FitzGerald will cover. 


BASIC MATERIALS DEVELOPMENT 


Mr. FrrzGeratp. The basic materials program, Mr. Chairman, the 
request is for a dollar authorization of $25 million and the equivalent 
of $25 million in local currencies. The illustrative projects are tenta- 
tively divided into the dependent overseas territories in Africa, $30.8 
million; the metropolitan areas of Europe, $9.2 million; Asian inde- 
pendent countries and Far East overseas territories, and Near East 
and African independent countries, $10 million. 

The CuarrmMan. Where is that in this statement? 

Mr. Woop. While Dr. FitzGerald is looking that up, Mr. Chairman, 
[ might point out one fact— 

The Cuamman. Is it under nonregional activities ? 

Mr Woop. It is on the last page, $25 million. 
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The Cuarmman. Have you got a statement on that? 

Mr. FrrzGreratp. We have, sir. 

Mr. Woop. It may be useful for Dr. FitzGerald to make one 
comment. 

The Cuarrman. That statement will be incorporated in the record. 

(The statement on MSA basic materials program above referred to 
is as follows :) 


Mutua. Securrry ProgRAaM—Basic MATERIALS DEVELOPMENT PROGRAM 
I. OBJECTIVES AND GENERAL FRAMEWORK OF BASIC MATERIALS PROGRAM 


MSA is requesting an appropriation of $25 million for fiscal year 1954, which 
together with use of 10 percent counterpart funds equivalent to $25 million 
would provide total obligational authority of $50 million to carry out the basie 
materials program for fiscal year 1954 under section 514. It is expected that a 
large portion of the dollar authorization requested will be used to meet necessary 
local currency expenses. 

The basic materials program for fiscal year 1954 has been formulated to serve 
high-priority security interests and economic objectives of the United States in 
Asia, the Pacific, the Middle East, Africa, and Europe. 

The program will contribute to United States objectives in helping to over- 
come economic problems in Western Europe, and promote stability and develop- 
ment in Africa and other areas, largely through development of additional 
sources of industrial raw materials in the DOT's in Africa and elsewhere. 

The United States’ interest in relieving the serious economic difficulties of 
Japan and increasing the economic strength and stability of other Asian and 
Pacific areas will be advanced by development of additional sources of food 
and other raw materials in accessible areas outside Communist control. 

Availability of materials to meet United States requirements for defense and 
for further United States economic growth will be improved by the development 
of additional worldwide sources of materials which would relieve European 
and Japanese pressure on total supply. (However, acquisition of strategic mate- 
rials for the United States is not included in the basic materials program, since 
Congress has separately provided for that purpose. ) 

The basic materials program is designed as part of our overall effort to reduce 
financial-aid burdens on the United States. Vrovision of funds to develop new 
material sources in nondollar areas and to expand production and trade on a 
regional and total free-world basis should reduce European and Japanese dollar 
requirements for commodity imports. 

Only a smali part of the tetal financing necessary to expand production of raw 
materials and foodstuffs will be provided by the basic materials program. Other 
countries will make much larger expenditures, but they cannot accomplish all 
that is necessary because they must devote substantial government funds to 
defense. Private industrial companies and investors will undertake the 
great bulk of the financing of mineral production projects, but they cannot be 
expected to provide ports, roads, and other ancillary or general development 
facilities. Projects which the Export-Import Bank, the IBRD, and DMPA are 
willing to finance will not receive basic materials funds. 

The basic-materials program will help provide part of the financing necessary 
to carry out the most essential survey, exploration, port, transportation, and 
other ancillary facilities projects required for raw materials and food production 
where the program is necessary for regional or global] needs and is acceptable to 
the countries concerned. In some instances, the need for increased supplies of 
materials in a region may involve technical assistance, or may require assistance 
in developing specific materials-production facilities. 

This moderate United States assistance will help to open up large new resource 
areas, stimulate further private investment and foreign public investment in 
materials production, and move forward projects essential for United States 
objectives which would otherwise not be carried out. 

Political and social conditions in most of the areas concerned make it highly 
important to initiate both materials development and general development pro 
¢vrams as rapidly as possible. 
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II. WESTERN EUROPEAN PROBLEMS AND BASIC MATERIALS PROGRAM FOR DOT’S IN 
AFRICA AND ELSEW HERE 


Western Europe cannot live up to its commitments for defense production, 
cannot reduce sufficiently its dependence upon the Soviet bloc, and cannot main- 
tain even its present standard of living if it does not obtain additional raw 
materials at reasonable cost. 

Accordingly, European countries and their territories are making large efforts 
to develop production of raw materials which will not require dollar payments 
and which will earn dollars in trade with third areas. The magnitude of Eu- 
ropean efforts to date may be illustrated by the fact that for the period from 
1946 through 1952 the United Kingdom and United-Kingdom territories made 
public investments in the United Kingdom DOT’s totaling well over $1 billion 
in addition to private investments. Similarly, the French, Belgians, Dutch, and 
Portuguese and other metropole and territorial governments have made large 
public investments. Moreover, European private investors and, to a lesser ex- 
tent, United States investors have expended very large sums for exploration, 
blocking out reserves and expansion of materials production. Those efforts have 
made a substantial contribution to free-world supplies. 

But additional assistance is necessary to carry out port, transportation, power, 
and other general development projects essential to meet European and African 
problems and United States objectives. 

Proposed basic materials program assistance may be illustrated by projects 
under consideration for the south central region of Africa, which is one of the 
richest mineral areas of the world. At present expansion of material produc- 
tion is hampered by inadequate energy supplies and by inadequate transportation 
facilities to move coal within the area, to bring in equipment and other supplies, 
and to take out copper, cobalt, and many other minerals. The proposed Sinoia- 
Kafue Cutoff project would shorten the railroad haul from the south central 
minerals region to the east coast port of Beira by more than 500 miles and 
would permit more efficient use of equipment to relieve the general transport 
shortage. Another propused project, to expand coal production at the Wankie 
colliery in Southern Rhodesia for use there, and for shipment to Northern Rho- 
desia and the Belgian Congo over improved transport facilities, would contribute 
to expanding production of copper, cobalt, chrome, and asbestos. These projects, 
and others under consideration, would permit substantial increases in the produc- 
tion and transportation of minerals such as copper, tin, cobalt, columbite, 
tungsten, tantalite, manganese, asbestos, chrome, aluminum, and production of 
food grains, rice, and other raw materials essential to meet needs in Europe, the 
United States, and even in the Asia-Pacific region. 


IIT. PROBLEMS OF JAPAN, THE ASIAN-PACIFIC REGION, AND THE MIDDLE EAST 


For United States security and economic interests, it is very important to alle- 
viate the serious food and raw material deficiencies and related economic diffi- 
culties faced by Japan and other countries throughout the entire Asian-Pacific 
region. The political and social stability of the food-deficit countries in that 
region may be determined in large part by the extent to which rice production 
will be increased in Asian countries. The food deficit of the region currently 
requires outside purchases of $700 million per year. More specifically, in 1952 
Japan’s food deficit was more than $400 million, much of which was secured from 
the United States, while Indonesia, which was self-sufficient in prewar years, 
found it necessary to purchase over $100 million from outside sources. The need 
for rice is rapidly increasing because of population growth. 

Japan, however, can no longer depend on Formosa, Korea, and the Chinese 
mainland for foodstuffs and industrial raw material resources, and must seek 
other sources of supply and markets. Although U. N. military and other ac- 
tivities in connection with the Korean war and the stationing of United States 
security forces in Japan have provided a temporary prop to the Japanese economy 
(and financed high-cost food, fiber, coal, iron ore, and other raw material imports 
including large imports from dollar sources), it should not be expected that 
Japan's present special earnings will last indefinitely. 

From the standpoint of the Asian-Pacific region, highest priority must be 
given to programs designed to increase food production. In addition, however, 
development in the area should have regard for the capacity for mutually ad- 
vantageous exchange and seek to develop the plentiful raw material resources 
which would provide a basis for such trade. The countries of south and south- 
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east Asia, desiring to develop at an accelerated rate, require capital equipment 
which can be supplied by Japan in exchange for raw materials once the basis 
for the exchange is established. Tapping the potential for increased production 
of food, fibers, and minerals (including chrome, nickel, tungsten, iron ore, coking 
coal, and manganese), however, is presently beyond the financial capabilities 
of the region. But initial phases of this development could be undertaken with 
United States financial assistance. 

Therefore, the basic materials program will attempt to develop sources of 
food and industrial raw materials in Asian, Pacific, and Middle Bast areas 
which will contribute to the needs of Japan and the region as a whole, and re- 
duce future requirements for United States financial assistance to cover com- 
modity imports from dollar sources. The basic materials program would sup- 
plement other programs for internal development of individual Asian and Pacific 
countries—by financing projects intended to serve regional needs which are 
beyond the capacity of the producing country. 

Major effort must be devoted initially to completion of agricultural, economic, 
geological, and engineering analyses essential to undertake projects which can 
best meet the objectives indicated above. 


IV. RELATION TO OTHER PROGRAMS AND FINANCING 


1. Acquisition of strategic materials for United States stockpile.—This program 
does not provide funds for the procurement or development of materials for the 
United States stockpile. 

2. Erport-Import Bank and the IBRD.—No project that either bank is pre- 
pared to finance will be financed from basic materials funds. Therefore, the 
two banks will be advised as to all basic materials projects which MSA believes 
warrant financial support, to enable the banks to undertake the financing of 
such projects before any decision is made to use basic materials funds. 

3. Private investment and foreign investment.—The basic materials program 
financing, by helping to accelerate projects essential for United States objectives 
which could not otherwise be carried out, will open up new areas and encourage 
further private and foreign investment. 

4. Country programs.—The basic materials development projects under section 
514, although developed on the basis of global priorities, will contribute to internal 
strength and stability of producing countries, as well as to the requirements of 
other free world countries. Therefore, even though basic materials program 
projects are intended primarily to serve needs of other countries, they should 
be considered an integral part of producing countries’ development programs, 
and not as wholly separate enterprises. Accordingly, the basic materials proj- 
ects will be carefully examined to assure integration with country programs. 


V. PROJECTS 


The illustrative list of projects, which totals $50 million in dollars and dollar 
equivalents, consists of projects which, on the basis of information available 
today, MSA would select as most likely to qualify for MSA financing in fiscal 
year 1954 in the amounts indicated. Of course before financing is undertaken, 
MSA will in most instances need to make an independent assessment of the 
engineering details. In addition to this illustrative list of $50 million of basic 
materials projects, there is a list of about $96 million of further projects to be 
explored. Some of the projects included in the illustrative list for fiscal year 
1954 will fall by the wayside or will be found to be eligible for bank financing 
when they have been fully worked out. To the extent that these projects are so 
disposed of, they will make room for other projects which will mature from among 
those on the list of further projects to be explored. Beyond either of these list- 
ings, we would expect that some other projects will mature within the fiscal year 
which would actually have a somewhat higher priority than those included on 
the illustrative list, and we would, therefore, expect to reserve a significant frac- 
tion of the fiscal year 1954 appropriation for obligation in the latter half of 
1954. In particular, we would expect that with the further development of 
projects in the Far East, the ratio of funds that would actually be obligated in 
the Far East would be higher than that shown in the illustrative list. 
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MSA Basic MATERIALS PROGRAM 


SUMMARY OF Basic MATERIALS PROJECTS FOR FISCAL YEAR 


[Millions of dollars and dollar equivalent] 
Title I countries: 
Dependent overseas territories : 
Illustrative list of projects____~_- 
Further projects to be explored___—- 
Metropolitan areas: 
lilustrative list of projects 
Further projects to be explored 


Subtotal title I countries: 
Illustrative list of projects 


Further projects to be explored 


Title II and III countries: 
Asian countries and dependent overseas territories : 
Illustrative list of projects__ 
Further projects to be explored 
Miscellaneous Near East and African ECA countries 


Subtotal title II and III countries: 
Illustrative list of projects__...._.... ~~~ 


Further projects to be explored 


Grand total MSA basic materials program fiscal year 1954: 
Illustrative list of projects_____- 
Further projects to be explored 


BASIC MATERIALS PROJECTS FOR Fiscan YEAR 1954 
[Millions of dollars and dollar equivalent] 


TITLE I 
DEPENDENT OVERSEAS TERRITORIES 


Illustrative list 


A. United Kingdom territories ’ Estimated cost 


(2) Sinoia-Kafue Cutoff 
(3) Kabue hydroelectric scheme 
(4) Lake Victoria ports_.._---- 


B. French territories’ 
CR OR Cait sii i biitsd eerste aeeinbe Wibidetadaiti 
(2) French West Africa—bauxite_ 
(3) French Equatorial Africa—manganese 
(4) MgARSBOCAT, TRUS ROP iih nics ptn eit ctinpebieinniinee teint aves 


Portuguese territories’: (1) Minerals bank in Angola, Mozambique, 
and Goa 


Subtotal dependent overseas territories__..............- _ siiceneliiiicoe 30.8 


1 More detailed description of these projects may be found in the statement covering the 
dependent overseas territories program, 

It has been decided to include in this submission only $1 million for the Sinoia-Kafue 
Cutoff in the illustrative program for the United Kingdom territories instead of $5.6 
million total cost. The balance of $4.6 million appears below in the list of further projects 
to be explored. 
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Further projects to be explored 


4. UNITED KINGDOM TERRITORIES 
Estimated 
Southern Rhodesia : cost 

1. Expansion of pig-iron capacity, QueQue: The iron and steel 
plant at QueQue came into operation in 1948 and was soon produc- 
ing 110 tons of pig iron and 80 tons of steel a day. It is located close 
to limestone deposits, ample water supplies, and extensive deposits 
of iron ore which analyze at 50 percent. The production of this mill 
should, however, be considerably increased if it is to meet the 
growing demands of the expanding economy of central Africa. An 
increased output of pig iron would lower production costs at the mill 
and provide the area with a greater supply of high-grade, low-priced 
material which would directly support expanded minerals pro- 
duction by making material available to the local mining industry 
and indirectly through the resulting expansion of secondary in- 
dustries bere ae 

2. Sinoia-Kafue Cutoff: The expansion of minerals production in 
the copper belt, particularly copper and cobalt, is hampered—not 
alone by lack of suitable energy sources at reasonable cost—but also 
by the unavailability of transport to bring in equipment and supplies 
and to take out production. The normal route for the Northern 
Rhodesia part of this area, and in part of the Congo portion, is over 
the Rhodesian Railways and then the Mozambique Railways to ports 
in that latter territory, primarily Lourenco Marques and Beira. 
ECA financed, in part, a detailed transport survey by Knappen, 
Tippetts and Abbett, which resulted in recommendations that two 
cutoffs be built to improve transport in this area. The first, the 

*afuri Cutoff, is now under construction, being financed by loans 
from the EXIM Bank and the IBRD. This Sinoia-Kafue Cutoff was 
the second one recommended, and it is expected that work will begin 
in fiscal year 1954. It will shorten the haul from the port of Beira to 
the Copper Belt region by approximately 500 miles, and thus not 
only improve transport for that area, but by making possible a more 
efficient use of existing equipment, help to relieve the general trans- 

a port shortage in the haul area____.-_-__-------_ 
British East Africa: 

1. Improvement in Lake Nyassa transport system: Lake Nyassa 
in east central Africa has become incerasingly important as a 
means of internal transport for the cargoes of Northern Rhodesia, 
Tanganyika, and Nyasaland. In the years 1936 and 1948, the cargo 
carried on the lake increased from 1,662 tons to 4,244 tons. This 
tonnage, however, has in the past been handled by barge from shore 
to motor vessel because of the constantly changing level of the lake. 
The British have proposed to dam the Shire River, a project which 
would at once stabilize the level of the lake and provide new re- 
sources of hydroelectric power for the mines and industries of this 
central African region. The proposed dollar sum will facilitate 
part of this development and allow the improvement of transporta- 
tion on the lake. The movement to Mozambique ports of the impor- 
tant products of the mines and plantation of the region, among them 
sisal and corundum, would be greatly increased by this improvement 

Gold Coast: 

1, Tema port: The completion of a new port at Tema on the east- 
ern section of the coast of the Gold Coast is related to, and would 
be justified by a basic material standpoint, because of the proposed 
earrying out of the Volta River scheme. This scheme is a joint 
development on the part of the United Kingdom and Gold Coast 
governments, and United Kingdom and Canadian aluminum pro- 
ducers, with estimated total cost of approximately $400 million. 
United this scheme, it is anticipated that the Gold Coast would be 
producing, in the first stage (about 1960), 80,000 tons of aluminum 
a year, and uitimately, in the final stage, better than 200,000 tons of 
aluminum per year. The building of the new port of Tema is an 
essential step in the carrying out of this program and, as well, in 
the final operation of it 


Total, United Kingdom territories 
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Further projects to be e«plored—Continued 


B. FRENCH TERRITORIES Estimated 


French North Africa: 

1. The expansion of mining development in Tunisia for lead, zinc, 
and manganese is hampered by the lack of power at reasonable cost. 
It is proposed that there should be a hydroelectric plant to meet this 
POC COMO sesitithesiid Heiccmisiebdnsimstststotnadl 

2. The north African government are pursuing a policy of mech- 
anizing the production of food grains which are exported to western 
Europe. The maintenance of present production and, of course, such 
ioncreases as climatic and soil conditions permit, will require in- 
creased investment in equipment, for agricultural producers, with 
particular attention to the equipment of native cooperatives. Ap- 
proximately $5 million will be required for this purpose, fiscal year 
1954 —- 

French West Africa: 

1. Technical-assistance projects requests are now in preparation 
under which United States technical assistance will be requested to 
aid the French in planning expanded mining development in the tin- 
producing area of the Niger. On the basis of plans so developed, 
financing will be required to make possible the necessary explora- 
tion and exploitation of deposits known or to be discovered. It is 
also probable that financing will be required to improve transport 
and port facilities. Only a preliminary estimate can be made as 
to United States financing for fiscal year 1954, which is 


Total, French territories 


C. PORTUGUESE TERRITORIES 
Angola: 

1. Luanda: Purchase of semi-automatic loading equipment for 
the port of Luanda, to provide for increased shipments of man- 
ganese ore and other cargo 

2. Extension of railroad from the present terminus Sa da Ban- 
deira to Serpa Pinto. This would be the first stage of a program to 
extend this line to Northern Rhodesia. This program, while quite 
expensive, might be justified because it would open up the poten- 
tially rich mineral area of southern Angola and provide an alter- 
nate outlet for Rhodesian mineral production to the west coast of 
Africa (the project would not be finished under this program until 
an intensive examination, probably by United States experts under 
TA, had shown its economic validity) 


yy NR I Ran 


D. BELGIAN DOTS 


Belgian Congo and Ruanda-Urundi: 

1. Ruzizi hydroelectric project. Financing of this project, which 
will result in making reasonably priced power available to the tin, 
columbite-tantalite and tungsten producers of Ruanda-Urundi, will 
need further financing in fiscal year 1954 

2. Extension of ports at Leopoldville and Matadi. Financing of 
this project is under consideration as part of this year’s program. 
These two ports, the Congo seaport and the main Congo River port, 
are connected by a railroad and jointly constitute the main inlets 
and outlets for this important raw materials producing area. Fur- 
ther financing will be required in fiscal year 1954 


Total, Belgian territories__.._...-........ invite ctitictitonls eh eich eh unaviney Rei 


cost 
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Further projects to be explored—Continued 


B. ITALIAN SOMALILAND 
Estimated 
cost 
1. Sisal production: European and native growers sell entire 
present output (1,200 tons per year) to England; are expanding 
cultivated area and importing new varieties. Plan construction of 
a new processing mill and purchase of other equipment incidental 
to production of fiber Aol adilicaaihe 
2. Italian geologists, with help of an American geologist provided 
under the TA program, are attempting to develop a plan for the ex- 
ploitation of tin and lead deposits at Magian, Somalia. If the 
plan is successfully worked out, the financing required under the 
basic materials program in fiscal year 1954 will be approximately 


Total, Italian Somaliland 


Total, further projects to be explored 
TITLE I 


METROPOLITAN AREAS 


Illustrative list of projects 
Austria: 
Power for aluminum development * 
Pe = I a, cscs inlnncesnesi ines timeenn eerie 


Total, illustrative list of projects, title I, metropolitan areas 


Further projects to be explored 
Austria : 

1. Lead/zine mining development and exploration on Bleiberger- 
Bergwerks-Union properties located at Lafatsch and Nasserieth, 
Austria. This is a program already gotten under way with 90 per- 
cent (.05 percent) counterpart funds. It is expected to provide 
sufficient local production to meet Austria’s lead and zine require- 
ments from domestic sources. United States aid requirements for 
fiscal year 1954____- 

2. Copper-mining development and exploration, Kuferbergbau 
Mitterberg. This project is expected to make it possible for Austria 
to meet more than 50 percent of its domestic requirements of copper 
from domestic production. United States aid requirements for 
fiscal year 1954  ssiacnsesimaieninainlias a cemikan eth teteatinns 

3. International power development, Braunau/Inn. This power 
development project is to supply increased power for the production 
of aluminum in Austria and Germany for the VAW-Ranshofen 
aluminum plants. Projects for financing a portion of the cost of 
the expansion of these 2 aluminum-production facilities are under 
consideration in the fiscal year 1953 program. United States aid 
requirements for fiscal year 1954 *___._.______..-L--...-......~-- ‘ 


Total for Austria 


3 This is part of a project described below. The balance of $5.8 million appears in the 
list of “Further projects to be explored.” 

Consideration is being given to joint financing with Turkey of a mining bank. The 
financing of such a bank should be worked out in such a fashion that technical assistance 
is made available as well as financing so that funds and techniques, including managerial 
skills, may be made available to producers and potential producers in order to increase the 
production of chrome, lead, manganese, and copper. United States aid requirements for 
fiscal year 1954, $2.5. 
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Further projects to be explored—Continued 
Germany : Estimated 
- cost 
1. VAW aluminum plant: A project for financing part of the 
expansion of this facility is under consideration in the fiscal year 
1953 program. Further financing will be required from the fiseal 
year 1954 program. This will make available increased aluminum 
production capacity to meet western Durope’s needs. United States 
aid requirements for fiscal year 1954 
2. Expansion zinc and lead production capacity of the Stolberger 


zinc A. G. at Maubach. United States aid requirements for fiscal 
year 1954 


Total for Germany 


Yngoslavia: 

1. Strnice aluminum: This project for the provision of aluminum 
production capacity from domestic raw materials is under con- 
sideration for joint financing with the IBRD and the Yugoslavs 
under the fiscal year 1953 program. Its continuation in fiscal year 
1954 will require further financing. United States aid requirements 
for fiscal year 1954 


Subtotal, further projects to be explored, title I, metropolitan 
RUGRS .undsneus 


TITLE If AND III COUNTRIES 
ASIAN COUNTRIES AND DEPENDENT OVERSEAS TERRITORIES 


Illustrative list 

Formosa: Coking coal 
Thailand: Road programs__--~~--~- 
Philippines : 

Iron mines 

Manganese projects 7 

COP, GN iercs) nriciv mitch otb amt ptetninindimatianhititnitipebee 
India: Railroad and port facilities 

Subtotal, illustrative list of Asian countries and MSA dependent 

OVER: SI iene acini ester innit abimennnedeiee tities 


Further projects to be explored 


Asian countries and dependent overseas territories: 

Philippines nickel deposits: Nickeliferous iron ores in northeast 
Mindano and Island of Manicomi. Preliminary drilling followed by 
more detailed exploration is needed to prove relatively high-grade 
nickel content in lower strata of deposit. DMPA financing metallur- 
gical test work and is interested in event existence of commercial 
ore body is established. DMPA cannot finance at present stage. 
MSA could participate here. Possible cost for fiscal year 1954 

Philippines Sipalay copper project: This is a potentially large, 
low-grade deposit. Drilling program indicated 

Malaya: Ula Rompin iron-ore deposit in Trengganu state is known 
to contain more than 30 million tons of high-grade iron ore. It is 
believed that the $10 million needed to finance the dollar costs of de- 
veloping the deposit and necessary ancillary facilities will probably 
be handled by the Export-Import Bank. For this reason, the amount 
is not included in the total. However, in the event the Export-Im- 
port Bank does not take up the loan, this project should be consid- 
ered as a possible project justifying BMD financing to fill the gap 
(estimate) 

5 These projects are briefly described on p. 13. 
*The probable total dollar cost of the basic materials projects for India is $10 millton, 


of which $5.9 million have been included in the illustrative list and the balance of $4.1 
million in the list of further projects to be explored. 
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Further projects to be explored—Continued 
India: Estimated 
cost 

1. Railway rolling stock : India’s iron ore, manganese and coal de- 
posits cannot now be used to maximum effectiveness by India and 
the free world because of transportation handicaps. India’s rolling 
stock was severely depleted during the war and is completely unable 
to handle expanded postwar demands of international trade. The 
International Bank has already realized this problem and advanced 
a $34 million loan in August 1949 for rehabilitation of Indian rail- 
ways. However, the increased needs of India’s economy under the 
5-year plan as well as world demands for raw materials has out- 
stripped the rate at which India can make available foreign ex- 
change for vitally needed railroad expansion. 

2. Engineering works for coal handling: India has huge potential 
coal reserves that can be harnessed for both expansion of India’s 
own iron industry and for providing the coal for the Japanese steel 
market. In order to use the expanded rail network efficiently more 
equipment is needed to handle loading, unloading, and preparation 
of coal. The amount of foreign exchange required for this project 
is $2.6 million. 

8. Railway construction: Even with added facilities India’s pres- 
ent railway trackage does not permit maximum export of ores. A 
high priority project in this field is to double track the present single 
line from the ore fields to the port of Visakhapatnam. In addition to 
the double trackage some modern traffic management equipment 
is needed to handle the increased traffic load. The estimated cost of 
this project is $24.7 million. 

4. Port facilities: The three projects listed above will increase ore 
production and transportation at all stages from mine to port. How- 
ever, in order to complete the work required to boost exports by 2 
million tons the port facilities at Visakhapatnam must be improved. 
The foreign exchange cost of equipment for port improvement which 
cannot be financed by India is estimated at $2.6 million. 

Total for India 


Subtotal for further projects to be explored—Asian countries and 
dependent overseas territories 


MISCELLANEOUS NEAR EAST AND AFRICAN TCA COUNTRIES 
Ethiopia: 

1. Aerial mapping survey: Including photographic coverage for 
use in identifying the basic resources of the country susceptible of 
development. These resources would include minerals, water 
power, forestry, vegetable oils for use in industry, livestock and 
its byproducts. Cost 

2. Mineral exploration: For use in identifying the types of quan- 

tities of minerals which can be economically exploited. Such in- 
formation would serve in publicizing investment opportunities to 
attract private capitalization before efforts would be made to secure 
probable loans or grants. Estimated cost $200 per year for 5 years__ 

3. Port facility at Massawa: A principal limitation upon Ethiopia 
in export of materials is the lack of adequate port facilities. The 
harbor of Massawa must be cleared of sunken Italian vessels and 
wharves built to adequately handle shipment of strategic material. 
The total cost of a full scale job has been estimated at $8,000,000; 
however, the work might be limited to selected units within a total 
eost of 
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Further projects to be explored—-Continued 
Estimated 
Liberia : cost 

1. Shallow water harbor, Cape Palmas: The Joint Commission 
for Economic Development has requested the Bureau of Reclama- 
tion to make a preliminary design and cost estimate of a shallow- 
water port at Cape Palmas. The survey has been completed and 
plans drafted for the harbor. The harbor would facilitate ship- 
ment of rubber from a Firestone plantation in this area which is cur- 
rently handled by surfboats to ships anchored a mile offshore. The 
harbor would make possible utilization of the timber stand of the 
excellent Ibeka forest estimated to be worth $256 million. The 
Liberian Government has signed a memorandum of intent with the 
Society for Utilization of Vegetable Raw Materials of Hamburg for 
a concession in this area. Estimated cost-_- Libs 

2. Transportation of mineral deposits: The Bomi Hills iron de- 
posit near Monrovia offers an opportunity for an important new 
source of iron, A photographie survey of the area is 78 percent 
completed. A minimum of $5 million could be used in ground sur- 
veys, opening up operations and finishing up roads into areas for 
mineral development. An initial allocation for ground survey and 
related activities is proposed in the amount of 

3. Rice production: A restricting factor in the development of 
basic materials and the economic development of the country is limi- 
tation of rice production. Liberia plans to allocate 10 percent of its 
economic development funds to rice development. Engineering 
structures, machinery, and technical assistance to increase rice 
production on swamplands in 5 centers where the production of 
basic materials is being developed would cost approximately $100 
per center 


Total for Liberia 


Libya: 

1. Minerals and iron-ore development: Preliminary reports in- 
dicate that manganese in commercial quantities exists in the moun- 
tains south of Derna. There are also well substantiated reports 
of the existence of iron-ore deposits in Fezzan, as well as indica- 
tions of mineral deposits of various types near the Libyan-French 
Equatorial boundary. Further exploration of these deposits for 
purposes of commercial development would call for an initial 


train” which may be capable of transporting 150-200 tons on a spe- 
cially designed vehicle through off-the-road country offers the poten- 
tiality of delivering to Mediterranean ports the products of the upper 
areas of French Equatorial and French West Africa. If this de- 
velopment is successful, it may also be utilized in other desert 
and otherwise roadless areas. Cost of 3 units would be 


Total for Libya 


Jordan: 

Road to open up potash and phosphate deposits: Point 4 aetivi- 
ties are assisting the Jordanian Government in the plans for the 
development of potash and phosphate deposits in the interior of 
Jordan. One of the problems connected with this development will 
be that of access to the seaport of Aqaba. Access roads will be re- 
quired at an estimated cost of__-_ 

Iran: 

The island of Hormaz has substantial deposits of red oxide, which 
is currently being loaded at a rate of approximately 400 tons per 
day, by small boats to an offshore anchorage. It has been recom- 
mended that exploratory work be done to determine both the quality 
and quantity of the reserves. If the exploratory work indicates that 
the project merits further development, access roads and harbor im- 
provement would be necessary. The harbor improvement would also 
facilitate salt-mine operations on the island. Total development 
costs are estimated at 
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Further projects to be explored—Continued 
Estimated 
Regional: coat 

Utilization of flame gases: One of the most challenging prospects 
of industrial development in the Near East is the utilization of 
waste gases from the oil wells in the oil countries. It has been esti- 
mated that the natural gases from these wells, converted into fer- 
tilizer could equal the entire world production of fertilizer. Proc- 
essing of these gases would involve sulfur, carbon black, caustic 
soda, chlorine, elemental phosphates, ammonium nitrate, ammonium 
sulfate, synthetic rubber, and other products. A study of the eco- 
nomic feasibility of this project would be the first step. It would 
then be necessary to determine whether private investment sources 
were interested in the development. However, if the project should 
have basic-material-program uses, some investments in pilot plants, 
ete., might be found necessary . Exact costs would have to follow the 
economic survey. Allotment for this activity is estimated at _- 


Total miscellaneous Near East and African TCA countries 


Formosa: 

Coking-coal projects: This project is aimed at the development of 
a mining property to produce high-quality coking coal. There is a 
possibility of exporting a part of this production to Japan and future 
Taiwan needs are such that the proposed development would con- 
serve foreign exchange, otherwise required for imports__-..--~~- . 250 

Thailand: 
Building access roads to tin, wolfram, lead, zinc, mine develop- 
; tanten Sipe eke . 300 
Philippines : 

1. Iron-ore projects: Property selling iron ores to Japan. There 
is possibility of producing sulfur as a byproduct. Cost of building 
concentration ‘ 7 ~ ance 

2. Manganese projects: Busuanga manganese mine on Busuanga 
Island. Northeastern Palawan area. Property has reserves of 
400,000 tons of 45-55 percent manganese ore. Concentrating equip 
ment and wharf repairs needed__-_ aa ae ; 350 

3. Bohol manganese: Operated by General Base Metals Co. Pres 
ent output, 20,000 tons. Trucking equipment, washing plant, wharf, 
and shipping facilities needed ie scien sel shee sia .175 

4. Chrome deposits: DMPA wants to increase output of metal- 
lurgical chrome for shipment to United States. Representative on 
ground trying to interest local groups in widespread development 
program. DMPA unable to finance the necessary drilling campaign. 

MSA could participate here ’ sci hip hth. cig aeaiettatiiainth teen amenemmiinns . 000 

Subtotal illustrative list of MSA claimant countries in Southeast 

ARR RAS. ie ne : bak act. more 


Mr. Woop. It may be confusing to realize from the testimony so far 
that some of this fund for basic materials will be spent in the dependent 
overseas territories for which funds are requested for other purposes 
in accordance with the preceding category on which Dr. FitzGerald 
testified. 

Would you just for the record make that clear ? 

Mr. FirzGeratp. These two programs in part will be in operation 
in the same territories, Mr. Chairman, but the overseas territories 
program is directed primarily at the general development of the over- 
seas territories. 

The basic materials programs proposals are related specifically to 
the expansion of basic materials in these same territories, as well as 
in independent countries. The two programs have been carefully 
integrated. 

Some of the projects are in the general development category; other 
projects are directed specifically to basic materials. 
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Mr. Woop. These are materials in which the nations of the free 
world are deficient and where it is to our interests to have increased 
production of such materials, and therefore increased availability. 

The Cuarrman. A good many people keep asking why we don’t get 
anything in return for our aid from our allies—such as basic raw 
materials, I think it is a very good question, and I think I should 
have your answer to it. 


TOANS FOR MATERIAL DEVELOPMENT 


Mr. FirzGeritp. We can put it in the record, Mr. Chairman, a table 
showing the extent to which we have in the past 5 years gotten mate- 
rials back from the investments that we have made directly or indi- 
rectly in these overseas territories and in basic materials. The loans 
which have been made for basic materials development and the pur- 
chases - hs ve made of basic materials during the last 5 years through 
March : 53, run to about 223 million in dollars and the dollar 
cquivaiell of Joe al currency. 

Most of those loans, which are being now repaid in basic materials 
for the United States stockpile, were made from previous accumula- 
tions of counterpart funds, the 5- and 10-percent counterpart funds 
which were available in previous years. 

Those funds have been loaned by us to producers of strategic and 
basic materials abroad or used to purchase strategic and basic materials 
abroad, so that we have got a substantial return, Mr. Senator, from the 
aid we have given countries in the past, and expect to get further 
returns in the future. 

MSA strategic materials program—Cumulative from Apr. 3, 1948, through Dec. 
31, 1952 
[Thousands of dollars and dollar equivalents] 
| MSA-ROA | United States 


dollars portion of 
counterpart 


Total 


l‘otal commitments $223, 016 $31, 53 $191, 479 
‘Total expenditures : b ‘ 158, 591 y } 140, 817 
Material purchases: 
Commitments 89, 220 89, 220 
Expenditures bse 74, 492 . 74, 492 
Material development projects: | 
Commitments. - . é addeda ‘ 1%, 796 31, 8 102, 259 
Grants___. 2, 193 ; s 
Loans.-.... oe jie ey abnobessqds 131, 603 29, ai | 102, 259 





Expenditures bbs dcbn tin pebilbdd eile aS 84, 009 17, 774 buy 66, 325 


Grants yonge . . 1, ‘17 75 | 
Loans oaks é 82, 924 





Repayments against loans (including interest) 3, 400 | 


In materials 
In local currency 
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Expenditures on MSA loans for strategic materials projects—Cumulative from 
Apr. 3, 1948, through Dec. 31, 1952 


(Thousands of dollars and dollar equivalents} 


MSA-ECA portion of 
dollars | counter- 
part 


1 
| United States 
Commodity or project 


Total expenditures against loans. oa poet 08 5 | $66, 325 


Aluminum and bauxite. ____. 29, 079 


Lead and zine pide 9, | , 428 15, 053 
| i 


Portland railroad improvement 118 
Diamonds. . . Tides 3, 455 | 2, 905 
Chrome.....- ees. Pa ee = > . | c 7 | 719 
Tin 5 

Zine-cadmium - . f akon ‘ ‘ | , 494 
F]uorspar . ‘ | | 796 
Lead-copper............-.-. ébbedelets wa ‘ 

Copper. .... add fone a ; : = | | 533 
Tungsten. .__. 5 2 227 
Columbite__.- ve ‘ i 5 ; ae prom . 
Manganese _ . bain : kcal 133 
K yanite ake bd ‘ in 7 J af a hel 112 
Bery!-mica_.......- are ai ees nee 82 : 82 
Asbestos eat ddele see he 75 75 


The Carman. Do we get anything back for these funds? 

Mr. Woop. Dr. FitzGerald, are some of these funds to be loans or 
are they not loans repayable in basic materials ? 

Mr. FrrzGerarp. It is not expected that these funds will be used—— 

The Carman. Do you call this a loan? 

Mr. FrrzGeraup. These funds may be made available, Mr. Chair- 
man, in a few instances as loans, 

The Ciaran. How are you going to make them ? 

Mr. FirzGrratp. We have authority under the present legislation 
and the proposed legislation, Mr. Chairman, to make this aid avail- 
able in the form of loans if it appears to be in the interest of the 
United States to do so. 

Our general policy developed by the administration is for loans 
to be made by either the International Bank for Reconstruction and 
Development or by the Export-Import Bank. There may be a few 
special instances in which the Export-Import Bank or the IBRD can- 
not for one reason or another make available dollars to a country or 
area for a project which is a sound bankable loan. 

The Cuarrman. None of the requested authorization is for these 
banks? 

Mr. FirzGerap. No, sir. 


LOANS AND GRANTS 


The CHArrman. I am asking you whether any of these funds will 
be loaned. 

Mr. FirzGeratp. We expect in a few instances in which neither 
the Export-Import Bank nor IBRD could make a loan, for reasons 
that are compelling to those banks, to make loans when the project 
is a bankable one, and there may be a few instances, sir, in this illus- 
trative list which are bankable projects and we will want under those 
circumstances to make those funds available as loans rather than as 
grants. 





516 MUTUAL SECURITY ACT OF 1953 


The Cuarrman, We plan to spend $5,828 million in aid to many 
sections of the world. My question is this: Have we gotten into a 
habit of giving it away when we might be getting some value back ¢ 

(Discussion off the record.) 

Mr. Woop. I would like to point out again, as Dr. FitzGerald has 
testified, that as to some of the funds we have put into basic materials 
development out of past programs, chiefly in the form of counterpart, 
we are receiving repayment. Such funds were made available as 
loans for basic materials purposes. There is, to the fullest extent that 
we think it is consistent with the purposes of the program, an attempt 
to get such materials back. 

| would also like to point out that in addition to the Export-Import 
Bank and the Bank for International Development, which Dr. Fitz- 
Gerald mentioned as sources of bankable loans, there are, of course, 
the loans or investments made by private individuals. I don’t think we 
would in any case use any part of this fund for loans that would not 
be regarded as bankable according to strict banking standards. There 
may be some marginal cases where the possibility of repayment exists; 
but, generally, where the project would not be eligible for Export- 
Import Bank or International Bank financing, and in these cases we 
might make loans. 

The Carman. All right. Now this is off the record. 

(Discussion off the record.) 


OTHER PROGRAMS 


Mr. Woop. We have chapter 5 left. It covers United Nations tech- 
nical assistance, children’s welfare—— 

The Cuarman. Is that broken down? 

Mr. Woop. Yes, sir? 

The Carman. All right, put it in the record. 

(The information requested follows :) 


Sec. V multilateral technical cooperation—United States contributions to multi- 
lateral programs, comparative summary of United States obligations by 
geographic region 


estimate - 
Actual, Already pore, | Estimate, 
fiscal year appro- . 1953 : Total | fiscal year 
oso ic my wy | 
1952 priated pending 1954 


United Nations: | 
Europe $342, $651,333 | $365,812 | $1,017,145 | $ 


1, , 000, 000 
Near East and Africa igintng Se 2, 560, 000 1, 440, 000 4, 000, 000 

4, 

3. 


1 

4, 000, 000 
Asia and the Pacific. | 4,914, | 2,720, 000 1, 530, 000 250,000 | 4 
3 


, 250, 000 
Latin America e ‘ | 2 400.000 | 2, 240, 000 | 1, 260, 000 3, 500, 000 


3, 500, 000 

Total___- | 11, 400,000 | 8, 171,333 | 4,595, 812 | 12, 767,145 | 12, 750, 000 
Organization of American States: Latin | | 

a na ae — 930, 000 , 000, 000 _ | 1,000, 000 1, 000, 000 


FE alin aain * ...-| 12, 330, 000 9, 171, 333 4, 595, 812 13, 767, 71485 | 13, 750, 000 


UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


For fiscal year 1954, it is proposed that $12,750,000 be authorized to enable the 
United States to continue its support of the technical assistance program carried 
out by the United Nations and its specialized agencies. 

The United Nations program is an international effort to enlist technical skills 
from many nations to help the governments and people of underdeveloped areas 
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develop their economic resources. It was recognized that the experience and 
technical competence of the international organizations make them an effective 
instrument for carrying out this objective. In 1950 the United States therefore 
joined with 54 other governments in making voluntary contributions to a special 
technical assistance account for the benefit of underdeveloped areas. Because 
of the special nature of this program, it was evident that a larger proportion of 
contributions would have to come from the so-called developed countries than is 
true in the regular programs. 

Recognizing the important role the program plays in economic development 
activies, the United State has supported it by contributing approximately 60 
percent of total funds pledged. 

For 1950-51, the United State contributed $12,007,500; for 1952, the United 
States pledged $11.4 million. For calendar year 1953, at 60 percent of total 
pledges, the United States pledge amounts to $12,767,145. The Mutual Security 
Act of 1952 authorized $14,708,750 for the United States contribution to the 
calendar year 1953 U. N. program, but only $8,171,333 was appropriated. Addi- 
tional funds in the amount of $4,595,812 are being requested to permit full United 
States support for the calendar year 1953 program of the United Nations at 60 
percent of total pledges for the period. For fiscal year 1954, a total authorization 
of $13,750,000 is requested for multilateral technical cooperation, of which 
$12,750,000 is for the United States contribution to the United Nations expanded 
program of technical assistance. 

This program has almost 1,200 experts working in approximately 70 countries 
and territories. Over 1,500 requests for technical assistance have been received ; 
700 agreements have been signed by participating agencies and recipient govern- 
ments. Almost 1,200 fellows are receiving professional training. Sixty-seven 
governments have pledged over $21 million in support of the program for calendar 
year 1953. This represents a substantial increase over the first financial period 
of the program, when 55 governments contributed approximately $20 million 
for an 18-month period. 

The United Nations expanded program is carried out by the United Nations and 
its specialized agencies; Food and Agriculture Organization; World Health 
Organization ; United Nations Educational, Scientific and Cultural Organization; 
International Labor Organization; International Civil Aviation Organization; 
International Telecommunication Union; and the World Meteorological Organi- 
zation. The International Bank for Reconstruction and Development and the 
International Monetary Fund cooperate in the program, although they do not 
receive allocations from the U. N. special account from which the program is 
financed. 


United Nations erpanded program of technical assistance—Summary by major 
project category and major cost components, estimated program for calendar 
year 1953 


Supplies 
and equip- 


| ment 


. Agriculture, forestry, and 
fisheries $7, 000 | $1, 752, 000 35 $4. 305, ; $960, 
. Health and sanitation (in- 
cluding housing, social wel- 
fare and vital statistics) 5 640 1, 735, 840 
3. Education ; 800 737, 400 
. Natural resources 58, 900 209, 600 
5. Industry, trade, and labor 3, , 620 771. 620 
3. Transportation and commu- 
nications > 000 293, 300 
. Public administration (in- 
cluding public finances, 
census, and weather) , 873, 640 280, 440 84 
. General projects . 055, 400 123, 900 57 


Total 25, 000 5, 004, 100 1, 213 


1 As of Apr. 1, 1953, 67 governments had pledged a total of $21,278,575 t $ program. 
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United Nations expanded program of technical assistance—Comparative sum- 
mary of obligaions by major project category 


Major project category calendar year | calendar year 


1952 | 1953 


. Agriculture, forestry, and fisheries-- .. $6, 369, 000 $7, 017, 000 
. Health and’ sanitation (including housing, ‘social welfa.e, “and vital 
statistics) . <4 6, 098, 000 6, 914, 640 


. Education .. bade lite dhibban 3, 256, 000 2, 980, 800 
. Natural] resources ditlaepcciicd aie iia Sats 640, 000 858, 900 


. Industry, trade, and labor. ‘ 2, 415, 000 3, 117, 620 
; Transportation ‘and communications. --- coll ; 1, 102, 000 1, 182, 000 
. Public administration ee oae finances, census sand weathe) 1, 783, 000 1, 873, 610 
. General projects 1, 037, 000 1, 055, 400 


vn 
| Actual, Estimate, 
7 


Bamana wore 


Total 22. 700, 000 1 25, 000, 000 


! As of Apr, 1, 1953, 67 governments had ‘pledged a total of $21,278,575 toward this program. 





The Cuarrman. The hearing will be adjourned. 
(Whereupon, at 12:35 p. m., the committee adjourned.) 
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MONDAY, MAY 18, 1953 


Unrrep Srates Senate, 
CoMMITTEE ON ForreigN RELATIONS, 
Washington, D. C. 


EXECUTIVE SESSION 


‘The committee met, pursuant to recess, at 2: 35 p. m., in the Foreign 
Relations Committee room, United States Capitol, Senator Alexander 
Wiley (chairman) presiding. 

Present: Senators Wiley (chairman), Smith, Green, and Mansfield. 

Also present: C. Tyler Wood, Deputy to the Director, Mutual 
Security Agency. 

The Cuarrman. We will come to order. Tell us what you want to 
tell us now, and do it as briefly as you can. 

Mr. Woop. Well, sir, first, Mr. Chairman, just to button up one 
aspect of the MSA program, I want to call on Dr. FitzGerald to set 
forth a couple of points about the Mutual Security Agency technical 
assistance program. Most of this can be covered by insertions in the 
record, but there are 1 or 2 points that Dr. FitzGerald should make 
orally to the committee. 


STATEMENT OF DENNIS A. FITZGERALD, ASSOCIATE DEPUTY 
DIRECTOR, MSA—Resumed 


Mr. FirzGeravp. Mr. Chairman, there will be inserted in the record 
details and detailed satistics on the mutual security technical assist- 
ance program for fiscal 1954, with comparisons with fiscal 1952-53. 


MutTvaL Security ProGraAM, Fiscat Yrar 1954—Propvuctiviry AND TECHNICAL 
ASSISTANCE—PROGRAM FOR Europe 


INTRODUCTION 


One of the principal objectives of mutual security policy is to raise the level 
of Western Ruropean production. Production holds the key to Western Europe's 
strength. An increase in production is required if the present short-run defense 
goals are to be met; even more important is the need for a long-term production 
buildup. While Western European output is increasing in absolute terms, it is 
not holding its own in the rate of increase relative to the other large producing 
areas of the world. Western Europe’s economy has been relatively static. To set 
in motion the forces for a continuously expanding economy in Western Europe is 
a prime objective of the United States. 

The use which the Europeans make of their basic production facilities is, by 
United States standards, inefficient. At fault, on the technological side, is the 
European preoccupation with pure research and engineering to the exclusion 
of what in the United States has become known as production know-how; on 
the economic side, a tradition of servicing narrow markets through low-volume 
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high-price production, the prevalence of restrictive trade practices by industry, 
and by organized labor a strong trade-union tradition to concentrate on political 
action for economic betterment. The result is a far lower output per man-hour 
than European industry and agriculture should be able to achieve. Our aim is 
to assist and further encourage that by now large element among European 
manufacturers, farmers, and free trade-union leaders, which recognizes the 
need for change, for example, the need for streamlining operations, for pro- 
duction at lower costs, sales at lower prices, and the need to create incentives for 
workers to raise their productivity and develop a stake in the free-enterprise 
system. 


ACCOMPLISHMENTS TO DATE 


In the 4 years since the beginning of this program: 

Several thousand Europeans have been brought to the United States for study 
and observation on productivity and technical assistance missions. 

Some 1,000 United States engineers, technicians, agriculturalists, and indus- 
ivial production men have gone to Western Europe on specific technical assist- 
ance assigninents. 

Some 2,000 specific questions bearing on matters of production know-how, 
available only in the United States, have been answered through a question-and- 
answer service sponsored by the OEEC~*and finaneed by MSA. 

Several thousand demonstrations of superior industrial, marketing, and agri- 
cultural techniques and systems have been set up in Europe. Some 6 to 8 mil- 
lion Buropeans have seen and studied several thousand United States technical 
Mime under a service sponsored by the OEEC with financial help from MSA. 

During the same period of time: 

The word “productivity,” virtually unknown 4 years ago, has become a house- 
hold word in Europe and its meaning is undestood and is beginning to be appre- 
ciated. 

The concept of an expanding economy through inereased productivity has 
heen received enthusiastically by the European press, and the public at large, 
nid has been taken up and formally endorsed by political parties in Austria and 
France. 


THE PLACE OF THE 115 (K) AGREEMENTS IN THE PROGRAM 


Under the provisions of section 115 (k) of the Economie Cooperation Act of 
1948. as amended by Mutual Security Act of 1952, the Congress directed the 
Mutual Security Agency to ensure to the maximum extent practicable that 90 
percent of the counterpart arising from $100 million of defense support aid 
be used by the participating countries in support of the productivity program 
objectives. By May 14, 1953, MSA had completed negotiations with five coun- 
tries—the United Kingdom, The Netherlands, Denmark, Germany, and Norway. 
Agreements with the latter two countries, however, had not yet been formalized. 
Agreements are expected with the other six eligible countries before June 30— 
Austria, Belgium, France, Greece, Italy, and Turkey. 

Under this program, the major means employed to achieve higher productivity 
will be: 

(a) The establishment of special revolving loan funds for the purpose of 
granting medium term credits at reasonable rates to small and medium-sized 
enterprises which are willing to improve their plant operations, and which will 
share the benefits of the resulting higher profits with consumers through lower 
prices, and with workers through higher wages: 

(b) The establishment of certain grant funds for training and education of 
managers, technicians, and free trade union officials ; and 

(c) National grants to a European productivity agency under the auspicies of 
the OEEKEC. 

The program being developed under the agreements cover industry, marketing, 
and distribution, trade practices, labor training, processing and marketing of 
agricultural produce, and the manufacture of agricultural supplies. 

No additional funds, either dollars or counterpart are being requested for this 
program for fiscal year 1954. If properly administered, the country programs 
under these agreements can be of material assistance in European efforts to in- 
crease productivity and to strengthen the European economy generally. MSA 
plans to proceed effectively to carry out the United States commitments and re- 
sponsibilities under these agreements, including the provision of American tech- 
nical assistance where needed, 





MUTUAL SECURITY ACT OF 1953 


Continuation of the present United States legislative authority under which 
these agreements are being completed will (a) assure the participating countries 
that the United States considers the reduction of business rigidities of vital impor- 
tance in strengthening Western Europe, and (b) assure rapid progress toward 
achieving competitive economy objectives and increased productivity. 


NATIONAL AND INTERNATIONAL PRODUCTIVITY AGENCIES 


The OEEC authorized the establishment of a European Productivity Agency 
effective May 1, 1953. Although the organization is not yet formally in operation, 
it is planned to select one of Europe’s top business executives to direct the agency, 
and to staff it with a comparatively small but technically superior staff. MSA is 
exploring the possibility of transferring part of its productivity and technical 
assistance responsibilities to this new agency, but it is recognized that it will 
be some time before the new staff is prepared to assume these responsibilities. 

National productivity centers have been built up in most countries. They form 
the basis for permanent industrial productivity programs. The active assistance 
of a few Americans in each country, however, continues to be necessary. 


DOLLAR-SUPPORTED TECHNICAL ASSISTANCE 


United States technical assistance for industrial production in support of 
offshore procurement will increase substantially in the next fiscal year. Tech- 
nical assistance for basic and consumer industries, labor training, and agri- 
culture will be reduced. Technical assistance for industrial and resources de- 
velopment in a few countries in Europe will be initiated. Productivity and 
technical assistance support may be furnished in Belgium, the Netherlands, 
Portugal, Iceland, Norway, and Denmark, regardless of whether other defense 
support aid is supplied. This will permit continuation of military production 
technical-assistance projects, which are now in existence or planned in each of 
these six countries. Such continued technical-assistance support will also pro 
vide American technical know-how on major industrial, labor, and agricultural 
projects in which large amounts of 90-percent counterpart and private funds 
are now being used but which can be helped substantially by American know-how. 
Effective July 1, 1953, MSA plans to make mission chiefs responsible for deter- 
mining whether the deposit of counterpart is to be required or waived on each 
technical-assistance project. The mission chief will make this on-the-spot de- 
cision, taking into consideration several basic factors, including: (1) The value 
of the proposed project to the American mutual security objectives in the coun- 
try; (2) the direct benefits to the enterprises or individuals concerned; (3) the 
ability of the government or the participants to pay: (4) the amounts of local 
financial support exclusive of counterpart being provided to support the project 


USE OF 10-PERCENT COUNTERPART 


Increased amounts of 10-percent counterpart will be used for extensive pro- 
ductivity demonstration programs under the “and operating” clause of section 
115 (b) 6 of the Economic Cooperation Act. Of a total of $11 million equiva 
lent of 10-percent counterpart proposed to be used in fiscal year 1954 for the 
productivity and technical-assistance program, an estimated $5,200,000 equiva- 
lent will be used for demonstrations, the largest portion of which is for food and 
agriculture demonstrations. By such effort it will be possible to achieve large 
scale production improvement results which otherwise would require a decade 
or longer. 

EUROPEAN COOPERATIVE BANK 
Purposes 

As part of its effort to increase the efficiency of distribution and production 
in Western Europe, MSA proposes to explore the advisability of assisting the 
European cooperative movement by helping to establish a European Cooperative 
Bank. The purpose of such a bank would be to provide European cooperatives 
with reasonable credit to expand and modernize operations and thus enable them 
to exert greater pressure in promoting low-cost production and distribution in 
the very large areas of the European economy which they serve. 

Corollary benefits of such a bank would be to increase the flow of goods and 
services between European countries through increased cooperation between 
national cooperatives, and to promote the intra-European flow of capital by 
extending credits raised in one country to cooperatives in another country. The 
proposal has the full endorsement of, and is in fact partly sponsored by, the 
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United States League of Consumer Cooperatives. MSA’s proposed contribution 
will provide an initial stimulus to a new intra-Huropean institution of great 
promise. 


PROPOSED USE OF MSA FUNDS 
Organization expenses 


In view of the importance of these objectives, MSA proposes to use up to 
$100,000 of local currency to assist the cooperatives in meeting the detailed 
planing, organization, and incorporation expenses necessary to establish a 
cooperative bank in Europe with branches or affiliates doing business in European 
countries participating in the mutual-security program. Any funds made availa- 
ble by MSA would at least be matched by contributions of European and United 
States cooperatives, which have already expended about $25,000 (exclusive of 
salaries) in preliminary meetings. 


MBSA investment in capital of proposed European Cooperative Bank 


Representatives of the European and United States cooperatives have re- 
guested MSA to invest up to $5 million in the capital of the proposed bank—an 
amount which would again at least be matched by contributions of the coopera- 
tives. Since the bank will operate on a multilateral basis and will contribute in 
some measure to liberalized trade and capital flow in Europe, MSA would 
plan to make this investment in 10-percent counterpart funds or by a transfer of 
funds under section 111 (d) of the Beonomic Cooperation Act of 1948, as 
amended. The terms on which such an investment might be made have not 
yet been determined, but, depending on developments in the organization stage, 
the investment might take the form of grant, nonvoting equity, or long-term 
loan. 

Mutua Security AGENcY 


Chapter II. Mutual defense financing—Productivity, and technical assistance 
program for Burope 


| Actual, Estimated, | Requested, 
| fiscal vear fiscal year fisca: year 
| 1952 1953 1954 








Technical assistance | 
A. Dollar requirements: | 
Type A, Evroneans to United States $7, 336, 044 $5, 200, 000 $4, 600, 000 
Work-study training program i nieuwe ‘ 1 959, 413 600, 000 600, 000 
Type B, American exverts to Europe...- . 2, 110, 542 700, 000 2, 800, 000 
Type E, United States materials and services. - 2, 439, 753 050, 000 980, 000 
Operations costs in Unitéd States Snug J53 2, 403, 295 550, 000 1, 750, 000 
Onerations costs overseas bell 2, 040, 038 200, 000 1, 550, 000 
OEEC Productivity Agency 500, 000 
Scientific and technical training seo cctnaed 200, 000 
Italian resources development : 850, 000 


NPNNNNN 


Total obligations... ; . 17, 289, 085 20, 850, 000 12, 280, 000 
Credits from deobligs ations prior year funds_.__. —2, 430, 085 085 —3, 750, 000 — 2, 280, 000 


Total new dollar requirements... -. i 14, 850, 000. 17, 100, a. 600 10, 000, 000 








B. 10-percent counterpart (in dollar equivalents): 
Demonstration projects in Europe 
Productivity films and exhibits in Europe. dau 
Productivity staff in Europe eananS Greece) .. 
Greek mission TA staff 








Total European currency soupiasenents (doilar 
equivalents) - _. 2, 100, 9, 600, 000 11, 000, 000 











Grand total ceceseevseevees---ee-| 16,950,000 | 26, 700,000 | 21, 000, 000 


' Includes $559,413 deobligated in fiscal year 1953. 
2 These costs, estimated at $1,400,000, were paid from 90 percent counterpart funds in fiscal year 1952. 


DEPOSIT OF COUNTERPART FUNDS 


The two matters that I wanted specifically to mention, sir, are, one, 
in connection with the deposit of counterpart. The present legislation 
does give the Director authority to waive counterpart on technical- 
assistance projects at his discretion. 
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During the last 2 years we have been, however, requiring counter- 
part deposits against a sizable amount of the dollar advances for 
technical assistance. 

In the coming year it is anticipated that rather than requirin 
counterpart deposits against the dollar technical assistance we wil 
work out arrangements \ with the participating countries in which they 
will contribute an amount of money equal to or in excess of the counter- 
part which they would otherwise deposit, and while we need no further 
authority to undertake this arrangement, I did want to call the matter 
to the attention specifically of this committee. 


POSSIBILITY OF FINANCING A COOPERATIVE BANK IN EUROPE 


The second matter which I wish to discuss briefly is the interest 
that has developed in the possibility of financing a cooperative bank 
in Europe covering all of the NATO countries and Western Europe, 
for the purpose of making loans to European cooperative producing 
and distributing units, soc cleties, and for the purpose, in turn, of im- 
proving the competitive position and the competitive element of Euro- 
pean industrial and agricultural production. 

The matter is now being thoroughly explored; no commitment has 
been made yet. The probabilities are that the financing, if made, 
would be made from 10-percent counterpart, which would be, in our 
opinion, in the interest of our mutual opjectives in Western Europe 
but which, as a matter of record, I want to report to this committee. 

The Cuamman. Have you got a tabulation of the total amount of 
the counterpart funds? 

Mr. FirzGeraup. Yes, sir; we can insert it in the record. 

The Cuatrman. When I say counterpart funds, you understand, I 
mean both those that are under joint control, and those that are abso- 
lutely ours. 

Mr. FrirzGeraxp. Yes, sir. 

The Cuatrman. Have you separated them ? 

Mr. FirzGeratp. We can, sir. Ninety percent is under joint con- 
trol ; the 10 percent, so- -called, is under unilateral United States control. 

The Cuarrman. Yes, I realize that. What I meant is a chart show- 
ing for each country the amount under joint control and the amount 
in United States control. 1 want to know the unexpended and unobli- 
gated amounts. 

Mr. Woop. That is all set forth fully, Senator Wiley, in our reports 
on the counterpart. 

The CHarrman. All right. 

Mr. Woop. And can be inserted in the record in any detail that the 
committee will wish to have, country by country. In addition, we 
show in our reports the purposes for which this joint-control counter- 
part has been used. 

The Cuarrman. Is that all? 

Mr. FitzGeravp. That is all, sir. 

The Cuarrman, Any uestions? 

Senator MANSFIELD. No. 


(The information referred to previously is as follows:) 
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STatTus OF LOCAL CURRENCY COUNTERPART FUNDS 








Approvals and withdrawals, Public Laws 84 and 389,’ cumulative, Apr. 8, 1948- 
Mar. 31, 19538 











Austria | France Italy 
Total ; . A P ae 
dollar | j } 






Purpose 





equiva- Local Dollar Local | Dollar Local Dollar 

, pene quiva- ée: quiva- Ts equiva- 
lents | eurrency | °Y4¥8- | currency | CY2V9- | currency | °duiva 
’ lents lents lents 











Millions 
Millions | of schill- | Millions | Billions | Millions | Billions | Millions 
of dollars ings of dollars | of francs | of dollars of lire of dollars 
Deposits ? 504.5 1, 158.7 112.1 68. 3 308. 9 105. 4 173. 2 
rransferred to Publie Law 472 
account 23.6 70.6 | 3.3 | 



















Balance available for use ¢ . 1 108. 8 68.3 308. 9 105. 4 173. 2 
Total approved for with- | 
drawal | 590. 1 1, 088. 1 108 68.3 308.9 104. 9 172. 4 





x 























Debt retirement 725.0 72.5 
Promotion of production 317.6 31.7 68. 3 308. 9 99.0 | 162.9 
Agriculture 1 4 21.8 34.9 


Land reclamation 32, 2 : 

Farm credit 24 1.5 2.4 
Forestry 1 1.4 l 

Other agricultural pro- 


grams 
Coal mining 


Manufacturing 






Primary metals 
Stone, clay, and glass 
products 9 2 














9 
Fertilizer 1.4 3 | 1.4 
Chemicals, except fer- } 
tilizer 7 .2 7 
Petroleum and _ coal 
products 7.7 1.7 | 7.7 
Electrical machinery 5.0 1.1 5.0 


Miscellaneous manu- | 
factures 


Cransportation, communi- 
cation, and utilities 









Railroads 







| 12 2 2.4 < 7 
Waterwaysand harbors _| 4.4 1.0 | 4.4 
Merchant and fishing. i 
fleet | 29.6 5.0 22.7 4.0 6.9 
Airports .5 _- 
Roads and highway | 
bridges 1.1 5.0 5 1 |} 6 


Communication facilities 
Electric, gas, and power 


facilities 169. 4 37.5 169. 4 
Water systems 


= 













lechnical assistance 
Loans to commerce and in- 
dustry, n. e. ¢ 5 , 
Undistributed | 67.0 41 a7 
Other purposes 45. { 5 5.§ 













Housing - 





Public buildings 4.4 | 43.8 4.4 

Health and sanitation 8 5 
Miscellaneous services | 1.7 L.1 1.7 
Tourism | 1.3 8 1.3 
Undistributed | _ 1.7 2 








rotal withdrawn 589. 3 1, O88. 1 108. 8 68. 3 308. 9 104. 5 171.6 
ince to be withdrawn s 5 
of production 4 
















Agriculture | ‘ 
Airports | 5 5 


3 5 


Includes only those portions of deposits which were unencumbered at the time MSA/ECA assumed 
responsibility for approving utilization 


2 Includes 190 million lire (equivalent to $0.3 million) deposits by Trieste under Public Law 84, All of 
this balance was transferred to the Public Law 472 account, 
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MSA/ECA approvals for withdrawals of European counterpart funds and actual 
withdrawals, Public Law 472, as amended Mar. 31, 1953 


[Dollar equivalents of the local currencies in millions of dollars] 


Cumulative Apr. 3, 1 
Mar. 31, 1953 


Purpose 


Approved for 
withdrawal Withdr 


Total 
Military purposes 
Production, construction, and materiel 
Monetary and financial stabilization 
Debt retirement 
Promotion of production 
Agriculture 


Land reclamation, irrigation, etc 
Research and extension services 
Forestry 

Other agricultural programs 


Extractive industries 


Coal mining 
Other mining and quarrying 


Manufacturing 


Food products 

Basic textiles 

Primary metals " 

Lumber and sawmill products 
Stone, clay, and glass products 
Fertilizer ‘ 

Chemicals, except fertilizer 
Petroleum and products 

Pulp, paper, and paper products 
Rubber and rubber products 
Electrical machinery 
Machinery, except electrical 
Miscellaneous manufactures 


De OW be OO 


-~ co 


rransportation, communication, and utilities 


Railroads 

Waterways and harbors 
Merchant and fishing fleet 
Airports 

Roads and highway bridges 
Communication facilities 
Electric, gas, and power facilities 
Water systems_. 


Deficiency materials 

lechnical assistance 

Loans to commerce and industry, n. e. ¢ 
Undistributed 


Productivity projects 
Other purposes 


Construction of public buildings and housing facilities 


Housing 

Public buildings 
Special relief projects 

Health and sanitation 

Care of refugees 

Social services 

Flood relief 

Transportation of relief packages 
Tourism 
Payments to German exporters 
Undistributed 


Approvals for withdrawal during current fiscal year are based on new releases and generally : 
affected by the reassignment by purposes of funds released in prior years 


33902—53——-34 
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Status of Puropean local currency counterpart accounts under Public Law 472, 
as amended, and Public Laws 84 and 389, cumulative, Apr. 3, 1948-Mar. 31, 
1953 

{Dollar equivalents of the local currencies in millions of dollars] 


Public Law 472, as amended 


| 
| | Adjusted 7 equivalents Adat- 
Dollar | of deposits tional ! 
expendi- | an derosits 
tures re- and/or 
guirog | ed for” | ores | tans 
use by | bv re- ‘ 
| 


Total 
ap 
| Proved 
for 
with- 
drawal 


Total 
| denosits 
} availahle 
| for coun- 
try use 


| 
Country 5 | 
Deposits | | Reserv- | Balance 
| 
ati rotal | the | ion 
—_ United | covn- 
| | States | tries 


| | 
Total_. } 11,808. 8} 11, 590. 6) , 929. f 537 10, 392. 1) 428. 6 , 8°0. 7) § 


Austria 915. 2| 906. 75R. 2| 35. 1| 23. 112.6 835.7 
Belgium-Luxembourg . 30. 2 29.9 29. ! 6 27. 9}... 27 
Denmark 264. 3} 26?, 230, 11. 218. 8| 218. 
France | 2,697.8] 2,649. 2, 624. 119.5} 2, 505. ¢ 308.9} 2,814. 
Germany (Federal Re- | 
public 
Greece | 904. ! 982, 4) 935. 9} | 
Iceland 23 22 21. 2 20. 
Treland 18. 18, 2 18, 2! ( 17 
Italy , 224. 4 , 166. , 135 E 1, 078 
Netherlands 947 940 R68 42 RH, 
Indonesia 114. { 114. § 48, : ’ 43, 
Norway 377 374 361. 5 f 344. 
Portugal 21 21.2 20.6 2 19. 
Trieste 36. 36 36. l 34 
Turkey 183, ! 179. 179 171 
United Kingdom 2, 388 2, 339. 2, 247 116.0 2, 131 
Yugoslavia 154 134 100. : 6.6 93. 





, 417.3 , 409 , 313 4. 5) 9} 2126.1} 31,192. 
3.1) 892. ! 

| £0. 
17.3 
173. 2| , 251. 3] 
826.0 


~ 








5— 43.4 


| 
loo 
| 


344.1) 
19.4 
34, 6) 
3 
4 
‘ 


| 171 
} 2,131 
93. 


1 Additional deposits include (1) those portions of counterpart funds deposited under Public Laws 8&4 and 
389 which were unencumbered at the time MSA/ECA assumed responsibility for approving utilization 
and (2) repayments of loan principal and interest 

2? Transferred to the GA RIOA counterpart account in Germany. 

3 Excludes counterpart funds in Germany remaining after disbursements which have been requested by 
the United Ststes 


4 Less than $50,000. 
5 On July 1, 1952, administration of the Indonesia program was transferred to the Technical Cooperation 


Administration including responsibility for approving the withdrawal of counterpart from the Indonesian 
special account. 
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Mr. Woop. We have now finished with all the items in this program, 
as such, except for chapter 5, which covers the multilateral organiza- 
tions. I would suggest, Mr. Chairman, that we first take up the request 
program. For the purpose of setting that forth I would like to call 
upon Mr. Andrews. 


STATEMENT OF STANLEY ANDREWS, ADMINISTRATOR, TECHNICAL 
COOPERATION ADMINISTRATION, DEPARTMENT OF STATE— 
Resumed 


Mr. Anprews. Mr. Chairman, I will present as briefly as possible, 
the picture as it now stands. Mr. Ingram is here and can go into any 
more of the financial details, percentage of contribution or anything 
of that kind. 

PRESENT STATUS OF POINT 4 PROGRAM 


The United States pledged $12,330,000 to multilateral technical 
assistance programs for the calendar year 1952. 

Congress appropriated $9,171,332 for cs ulendar year 1953 contribu- 
tions. The executive branch will wpves review a request to the 
Congress for funds in the amount of $4,595,812, which would bring 
our contribution for the 1953 programs up to our pledges of $13,- 
767,144, which were made subject to congressional action. 

We are asking $13,750,000 for United States contributions to multi- 
lateral technical assistance programs in 1954; $1 million of that goes 
to the Organization for American States, $12,750,000 goes for the 
multilateral technical assistance programs of the United Nations. 

Mr. Woop. That is the United Nations technical assistance program 
carried on by the United Nations staff. 

Mr. Anprews. Now, 64 other governments pledged to the general 
fund, a total of almost $19 million for the calendar year 1952; total 
pledged for 1953 from 67 governments are about $23 million; is that 
right ? 

“Mr. Incram. The exact figure is $21,278,575 for 1953, and we think 
at the present time it will be about the same figure in 1954. 

Mr. Anprews. Now, this program is financing about 1,200 experts 
working in approximately 70 countries. 

There are about 700 agreements of various kinds between the multi- 
lateral United Nations technical assistance agencies and various gov- 
ernments. ‘This money is spent and the work is carried out through 
the specialized agencies of the United Nations, such as the Food and 
Agricultural Organization, the World Health Organization, the In- 
ternational Labor Organization, and the International Telecommuni- 
cations Union, the World Meteorological Organization, and so forth. 

In many countries these groups carry on in the same subject fields 
that we do. In other words, they have agricultural experts, they have 
health experts, they have communications experts, but though, I 
might call it, an unofficial working relationship there is very “close 
coordination of these programs in “all countries where we work to- 
gether, and there is a strong effort, and I can almost say completely 
successful effort, against duplication of personnel and money and 
expenditures in these countries. 
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The Cratrman. Do you know this now largely of your own knowl- 
edge ¢ 

Mr. Anprews. Yes, sir. 

The Crarrman. In other words, you do not think that there is 
waste in this. 

Mr. Anprews. No, sir. I will admit in the early days we had some 
duplication; we had some trouble. 

lose coordination now is tied right down now as a policy. TCA 

does not send a man or spend a dollar if anybody else is willing to 
send the man or spend the dollar. So if the United Nations has a 
man, for instance, on irrigation, we do not put another man in on 
irrigation unless there is a specific need, a specific reason for it. The 
programs are being very well coordinated—maybe in line with—a 
little bit in line with—Senator Sparkman’s implication here in his 
questioning the other day maybe a little too much. 


TECHNICAL ASSISTANCE THROUGH THE UNITED NATIONS 


We are trying to put whatever we have, working along with 
the multilateral agencies and the Colombo plan, toward a country 
program to really accomplish something in the country, believing 
that the accomplishment will give us all the credit we are entitled to, 
and to that end we are trying in every country to plan joint programs 
with the country and see where the United Nations fits in, see where 
we fit in or anybody else fits in, to do the entire job rather than to 
do one specific thing, and place our particular name on it. 

This last part will have to be pretty much personal—but I think 
if we are going to have a = y of continuing to try to build up the 
strength of the United Nations that we ought to, as the years go 
ahead, put more and more of our technical assistance money in the 
United Nations as they show themselves capable of handling it, and 
less in our own. I am speaking now personally, and that is a policy 
that has not been decided. That is how much I think of the multi- 
lateral United Nations’ program. 

The Cuatrrman. Do you know of your own knowledge a lot of the 
peonle in the field that are working under this program under the 
U.N.? 

Mr. Anprews. Yes, sir. 

The Cwatrrman. Do you know any of them who are Communists? 

Mr. Anoprews. I actually would not know that, sir. When I say 
I know of my own knowledge, I know some of the Americans who 
are working out there, and I can assure you they are not Communists. 
I know some of the Austrians who are working, they are not Com- 
munists. I know some of the WHO fellows, I know some pretty 
liberal thinkers in certain lines from some of the other countries, but 
I have no reason to suppose they are Communists, sir. 

I know there are a great many of them who are genuinely dedicated 
to their work, and while the most of the multilateral United Nations 
technical work is not at the so-called lower levels where we try to 
work, they do work at the topside of government a good deal more 
than we do, and do have more people of the advisory type than 
they have of the doer type. But there is some good work going on, 
there are no ifs, ands, or buts about it. 
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ADMINISTRATION OF U. N. TECHNICAL ASSISTANCE 


While I am criticizing and praising, I think that before the United 
Nations agencies can carry forward a very much larger technical- 
assistance program or handle very much more money, they will have 
to get themselves organized to administer it. At the present time it 
is pretty loose-jointed and pretty scattered, but the boys know it 
and are trying to tighten it up. There, again, that is opinion, sir. 

The Cuatrman. In other words, if I understand you correctly, you 
say that ordinarily it is not a very good thing to have 2 organiza- 
tions that really are under 2 different authorities attempting to reach 
the same objective. There is always the human element. 

Mr. Anprews. That is right, and the human element must not be 
allowed to create competition. 

The Cuarrman. Therefore, I would like to have you make a little 
more concrete statement. You said that, for instance, if there was 
one activity they were engaged in, we would not be engaging in that 
same activity; is that what you mean ? 

Mr. Anprews. That is right. No duplication. 

The CHarrman. In other words, in technical assistance, the line 
divides itself into many compartments. 

Mr. Anprews. That is right, and these can be coordinated so they 
compliment each other. 

The Cuarmman. And your idea is that if the United Nations per- 
sonnel will take one of those departments, there would be no inter- 
ference in the compartment operation by you or vice versa; is that 
what you mean? 

Mr. Anprews. That is really what I mean, as the program is now 
operated. A little further up the line, I think it would be a pretty 
good plan to more or less have a joining of efforts; in other words, 
if we could supply a little equipment to the country and maybe the 
United Nations could supply a man that could better use that equip- 
ment, or even if the country had a man who could better use that 
equipment toward a total program—I am not so sure it would not 
be a sounder course—we would get more for our money on it. 

At the present time I want to emphasize to the Senator and for the 
record that we have been staying out of each other’s way and not 
allowing ourselves to duplicate efforts. The Lord knows there is 
enough for everybody to do, and there is just no reason for trying 
to horn into each side of the effort. I do not think sometimes we 
have coordinated our efforts toward a basic objective as much as 
we should have. 

The CuarrMan. Senator Mansfield ? 

Senator Mansrrevp. Mr. Andrews, do I understand you to say that 
you hope that the United Nations takes more and more of the techni- 
cal-aid program as the years go by ? 

Mr. Anprews. Yes, sir. f want to emphasize, sir, that I am not 


speaking as policy ; that is purely a personal opinion. 


SUMMARY OF U. N, PROGRAM 


The chairman asked for a summary of these overall programs the 
other day, and told us he would like to have it down on a few pages. 
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I have before me here—I do not want to clutter up the record, but 
' have before me—a summary of where this money goes, what we 
spend it for, the category of expenditures and everything else. This 
is now back on straight technical assistance on the United States side. 
This is in answer to the Senator’s request to have this summarized 
down so that you can see it. I will be glad to let the Senator look at 
it and determine whether it should go in the record or not. 

That shows the money that is spent in 1954 and 1953, and the totals, 
that is, the overall; that is, economic aid and technical assistance. 

Here are the figures by areas, including local contributions, and 
the whole picture. Here it is by categories —what we spent for agri- 
culture, and so forth and so forth; then, here it is by country. The 
country breakdown is at the back. If the Senator wants that in, I 
will be glad to put it in. 

The Cuarrman. Can we give this to the public? 

Mr. Anprews. Oh, yes. 

Mr. Woop. Yes, sir; that is unclassified. 

Mr. Anprews. That is unclassified. Here is a discussion of the 
whole thing. 

The Cuatrman. You have discussed it sufficiently. I think these 
tables would be very helpful. 

Mr. Anprews. That tells the whole story. 

The Cuarrman. That tells the whole story. 

(The document referred to follows :) 


TECHNICAL COOPERATION ADMINISTRATION—SUMMARY STATEMENT OF POINT 4 
PROGRAM FoR FiscaAL YEAR 1954 


TABLE 1.—Technical cooperation and special economic aid summary, all TCA 
regions 


[In thousands of dollars] 


Actual, 1952 Estimate, 1953 Proposed, 1954 


Act for Act for Act for 

interna- interna- Beal Interna- 
tional tional vd ul tional 

| develop- deve \ »p- . | develop- 
ment ment } ment 


Special 
aid 


Special 
aid 


Near East and Africa__-..-- jhe sine 37, 774. 0 , 764 | 51, 391. . | 291 | 43,291.5 | 7 170,000 
South and southeast Asia__- a .| 85, 668.0 |_. | 500 | 49, 100.0 | 04, 400 
Latin America 17, 788. 3 SE LAN bee dren eal in a lee cnaverna 
Multilateral technical assistance ___....--- | 12,330.0 3, ; | 13, 750. 0 


1153, 560.4 | 114, 764 |155, 136.1 | 146,791 1130, 984.5 | ? 264, 400 


Grand total_- 268,324.4 | 301,927.1 2 395,384.5 


EG tery pene ; 


1 Includes $4,595.8 (thousands) proposed as a supplemental estimate for fiscal year 1953. 
? Of which $30,000 (thousand) for Palestine refugees is requested only as an authorization. It is not 
planned to request an appropriation for this $30 million at the present session of Congress. 
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TAs_e 2.—Bilateral technical cooperation programs under the Act for Interna- 


tional Development 


{In thousands of dollars] 


| Composed of— 


Total 
United 
States 
cost 


United States 


Fiscal year and region Supplies technicians Troinees 


and Local 
equip- ct 
ment 


sts 
Num- 
ber 


Num. | 


Cost ber 


1952 


Near 


South 


East and Africa 
ind southeast Asia 
American Republics and DOTS 


Total 
1953 
Near East and Africa 


South and southeast 
American Republic 


Asia 
and DOTS 


lotal 
1954 
Near East and Africa 


South and southesst Asia 
American Republics and DOTS 


283 
34, GR4 
7, 090 


16, 152 


4,405 


Total z 54, 057 | 20, 557 2, 510 


2 


3.—Technical cooperation and special economic aid, worldwide—Com- 
parative summary of obligations by major project category 


[In thousands of dollars] 


Actual 1952 Estimate 1953 Proposed 1954 


Act for 
inter- 
national 
develop- 
ment 


Act for 
inter- 
national 
develop 
ment 


Act for 
inter 
national 
develop- 
ment 


Major project category 
Special 
aid 


speci al 
aid 


RILATERAL 
1. Agriculture, forestry, and fisheries 5 
2. Health and sanitation (including hous- 
z, social welfare, and vital statis- 
tics 


265 46, 265 


> 


20, 126 


3. Education 

4. Natural resources 

5. Industry, trade, and labor 

6. Transportation and communications 
7. Pub 1dministration (including pub- 

l I nsus, and weather 

8, General projects 

9, Dome program costs 
10. Undistributed by field of activity 


ince, ct 


Srit 


total oblig 
nical cooperation 


itions, 


bilateral tech- 


MULTILATERAL 


Grand total 


Of which $30 milli 


is $30 millic 


l 


10, 966 
11, 683 
19, 838 
7, 584 
2, 504 
14, 564 
1, 700 


12, 330 


53, 560 1 


268, 324 


, 810 
HOR 
191 
334 
, 511 


941 
, 430 


279 


2 13, 767 
14, 764 155, 136 


301, 


Q9°7 
dal 


yn for Palestine refugees is requested only as an authorization 


n at the 


146, 7 


It 


is not 


13, 750 


130, 984 


395, 


planned to 


1 170, 000 


264, 400 


384 


re- 


present session of Congress 


ate for fiscal year 1953. 


quest an appropriation for tf 
; 


2 Includes $4,596,000 proposed as a supplemental! estin 
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TECHNICAL COOPERATION ADMINISTRATION, 1954 BupGeT SUBMISSION 


I. GENERA‘. INTRODUCTION 


A. Technical cooperation ...._._--______~- __ $180, 984, 500 


Whereof Bilateral __.........-_-. ate 117, 234, 500 
Multilateral—UN and OAS eis tree re eee 13, 750, 000 


Technical assistance is an essential part of the United States effort for build- 
ing up the strength of the free world. It is a basic instrument of United States 
foreign policy. 

In the Middle East, Southeast Asia, and Latin America nearly a billion people— 
two-thirds of the free world—are struggling to find new ways of life that will 
raise them above the poverty, ignorance, and disease of many generations. Their 
aspirations are rooted in normal instinctive desires—for sufficient food, healthier 
bodies, and a chance for their children to have better things than they them- 
selves could enjoy. The appeal of communism, especially in underdeveloped 
areas, is the promise of better food and rising living standards for the masses. 
United States policies must take the initiative from empty Communist promises 
and slogans by joining with other peoples in tangible cooperative development 
programs which will visibly bring steady improvement in living conditions and 
build confidence in free economic institutions. 

The principal objective of the technical cooperation program is to share with 
the peoples of underdeveloped areas the knowledge and skills they need to 
develop their own abilities and resources. This is done by sending United States 
and other skilled experts into the cooperating countries to train the native 
peoples, and by bringing selected local leaders and technicians to the United 
States for advanced training. To be convincing, teaching must be backed up 
by results. Consequently, limited supplies and equipment are provided to insure 
persuasive results from each project. 

United States technicians werk side by side with the ordinary people of other 
countries. They teach by demonstration and example. Their aim is to improve 
the skills and understandings that local workers use in their daily activities. 
The fruits of such technical cooperation multiply by geometric progression, 
Starting slowly and gaining momentum as more and more people learn to help 
themselves and in turn teach others. Once the door to the productive capacities 
of a people is unlocked, economic and resource development tends to proceed at a 
constantly accelerating pace. Outside assistance is needed less and less. 


B. Special economie aid for critical areas da _.-.... $264, 400, 000 


170, 000, 000 
94, 400, 000 


In some underdeveloped areas, however, poverty and unrest among large 
numbers of the people dangerously expose political and economic institutions to 
the planned aggression of organized communism. In these less stable situations 
pressures are great and time is short. Extra effort is required. 

In most countries, under more favorable circumstances, initial capital for 
development of natural resources is normally furnished by private investors, 
local taxation, or other regular sources of national and international credit. 
But where political and economic instability are great and the needs of the people 
urgent, these sources may not be enough. The modest economic assistance that 
goes with technical cooperation may need to be stepped up and supplemented by 
special United States financial aid. 

Technical eooperation and special economic aid for critical areas are in general 
closely related, yet distinct, devices for encouraging economic development, free 
and democratic institutions, and improved international understanding in under- 
developed countries. Where this emergency aid is necessary, it must be closely 
integrated. with technical cooperation. Special economic aid need not change the 
essential character of technical assistance as a program of self-help and self- 
development. Instead it should serve to increase the effectiveness of technical 
assistance by providing additional opportunities for the people to make use of 
their new and growing skills. Such special economic aid. is recommended in 
certain strategic regions of the Near East and South Asia, because of conditions 
that are immediate, compelling, and urgent. 

Although technical cooperation and special econome aid are integrally inter- 
related, each has its own character and each is a device to meet a particular 
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need. Consequently, they are presented as separate components of the fiscal 
year 1954 budget submission, separately justified and based on separate legislative 
authority. 

C. General objectives of technical cooperation 

Technical cooperation has the long-range objective of helping the people of 
underdeveloped regions to help themselves, by sharing with them modern skills, 
methods and scientific discoveries that will enable them to develop their own 
resources. The objective is not for the United States to develop economic re- 
sources for the host government, but to teach the people how to do the job, and 
how to get started. 

Fundamental needs get first attention—increased food production, better health 
and sanitation, improved elementary and vocational education. More complex 
problems are undertaken only as the people accustom themselves to changed 
ways and increased personal responsibilities, and can make use of new skills 
and new tools. 

Point 4 technicians emphasize self-help methods in getting their jobs done. 
Projects must be truly cooperatitve—cooperatively planned, administered, and 
financed—so that the people and their government will feel a sense of re- 
sponsibility and participation. Therefore, TCA fits its services into the overall 
economic and social programs of the host government, United States knowledge 
and experience support programs which the people of the country later will be 
able to finance and operate by themselves. 

The host government must always request assistance in projects undertaken. 
TCA specialists do not go where they are not invited. And the participating 
country is required to contribute its “fair share” of the cost of the joint program. 
TCA encourages the maximum local contribution, though this may take the form 
of labor, services and materials as well as funds. Our experience shows a 
steady increase in money, effort and popular support from the host countries 
as individual projects get under way—until United States support can eventually 
be withdrawn entirely and the host country can take over the entire operation: 

TCA uses various techniques for achieving joint planning and execution. In 
some countries cooperatitve service agencies, jointly staffed and administered 
by United States and local technicians, are set up as bureaus within the min- 
istries of the host gavernment. These agencies are financed by contributions 
from the two governments to a common pool. Withdrawals can be made only 
upon agreement of the principal United States technician and the Minister 
concerned. 

In other countries a joint fund may be established for the whole cooperative 
program or for segments of it, even if no joint agency is set up. Or joint plan- 
ning may be accomplished by committees including both host government officials 
and officers of the TCA mission. 

In day-to-day operations, our technicians are partners with their local oppo- 
sites at all levels. The director of the TCA mission deals with the host gov- 
ernment at its highest levels of authority. His senior staff works closely 
with the heads of ministries. Other technical staff members, as advisers to 
local officials, work right in the villages in community development projects, 
visit farms with local extension workers, help devise new implements or demon- 
strate their uses, or demonstrate new and improved methods and practices. 

In addition to the TCA program the United States has contributed approxi- 
mately 60 percent of the cost of multilateral technical cooperation carried on 
by the United Nations and its specialized agencies, and the Organization of 
American States. TCA personnel coordinate their activities with U. N. agencies 
(FAO, WHO, etc.) to avoid duplication and to increase the effectiveness of both. 
Private agencies also have their field workers in many underdeveloped countries, 
and TCA cooperation with them has been increasingly effective. 


MAJOR EMPHASES 


Technical cooperation programs vary from country to country according to 
needs, but most programs start with agriculture, health, and education. 

The underdeveloped countries are predominantly agricultural, but their people 
are always hungry. Despite the disproportionately large number of farmers, 
the countries are deficient in food production. Food must be imported, using 
funds which could go into capital goods (essential to development) which also 
must be imported. Technical cooperation gives high priority to improvement 
of farm practices, better seed, more fertilizer, and improved tools. 





MUTUAL SECURITY ACT OF 1953 535 


Disease contributes to low productivity. Disease saps energy and weakens 
whole populations even more than it kills and cripples, Joint public-health and 
sanitation projects aim at control or eradication of such diseases as malaria, 
dysentery, tuberculosis, yaws, and schistosomiasis. 

The people of the underdeveloped areas are held back by illiteracy. TCA 
education projects aim at rapid instruction of masses of people, both children 
and adults, and the teaching of basic vocational skills. 

Other important fields of activity for TCA include mineral resources; trade 
and industry; transportation, communication, and public works; and general 
projects of community and village development. 

Parallel with direct training by United States technicians working in the 
countries, technical cooperation provides more advanced training for selected 
local officials and technicians. These trainees have usually been brought to the 
United States to study at our technical schools and universities and to observe 
United States farm and factory methods. Now more and more we are shifting 
to special regional centers, sometimes outside the United States, where trainees 
can work under production and marketing conditions more nearly like conditions 
in their home countries. 


SPECIAL OBJECTIVES 


As the technical cooperation program works toward its own general objective, 
it aids in four other major tasks essential to the security of the free world. 

1. It fights communism where military weapons are useless—where impov- 
erished people seeking greater political freedom and material welfare may be 
misled as to how to realize their hopes. 

2. It demonstrates that general economic conditions can be improved and 
levels of living can be raised through democratic methods and institutions, 
where decisions and actions by free individuals provide the main force for 
progress. 

3. It helps develop an expanding multilateral trade among regions and na- 
tions of the free—to the benefit of the underdeveloped economies, the United 
States, and our western allies. 

4. It advises host governments how best to use loan capital so that the choice 
of sound development projects will help create economic climates attractive 
to private foreign investment and conducive to the increasing prosperity of the 
free world. 


Agriculture, forestry, and fisheries, $33,648,000 

Although the economies of most underdeveloped countries are primarily agri- 
cultural, food production is deficient both in quantity and quality. The lack 
of proper nutrition keeps the productivity of the people at low levels and makes 
them particularly vulnerable to disease. The inadequacy in agricultural pro- 
duction is often due less to lack of resources than to inefficient methods of culti- 
vating the land. Consequently, the greatest single TCA effort goes into the 
production and utilization of food and agricultural products. 

In general, agricultural projects are undertaken which set examples that 
ean be followed by the countries themselves, but which also contribute imme- 
diately to the total food supply. The principal types of activity are: Increasing 
yields per acre by introducing better seed, crop rotation, and greater use of 
fertilizer; improving livestock by controlled breeding, artificial insemination, 
and modern feeding practices, including grasslands development; introducing 
improved pest-control techniques and farm-storage practices for grains, hay, 
other produce, and animal fertilizer ; developing advisory agricultural extension 
services to make available to the “dirt farmer” the best knowledge that can be 
of use to him; expanding local agricultural credit, particularly through farm 
credit unions; establishing cooperative machinery pools for local farm use; 
and supporting loan requests to public lending institutions through technical 
studies and recommendations. 

Several examples will illustrate the character of the projects in these widely 
ranging areas of activity. 

In the Near East, Africa, and South Asia, TCA is cooperating with a number 
of governments and with the United Nations Food and Agriculture Organization 
in a regional locust-control program. It is designed to promote international 
cooperation in controlling locusts; to assist the countries in coordinating 
and improving control activities, including aerial spraying and reconnais- 
sance; and to help in training entomologists, mechanics, and pilots to enable 
the countries to take over responsibility for the entire program. Operations 
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are coordinated under a TCA field office at Beirut, administered by the 
Bureau of Entomology and Plant Quarantine of the Department of Agriculture 
under authority delegated by TCA. United States funds requested for the 
program in fiscal year 1954 total $413,000, while the contributions of the partici- 
pating countries will amount to $12 million. 

In Peru the cooperative United States-Peruvian Agricultural Service initiated 
a machinery pool toward the end of 1945 to provide services, materials, and 
supplies that are essential for improving agricultural practices in areas where 
normal commercial channels have not yet developed sufficiently to supply farm- 
ers’ needs, and, in sparsely settled areas, to provide services that commercial 
establishments might not find profitable. The pool introduces and improves 
new insecticides, machines, equipment, and other supplies. Farmers pay for 
what they receive, and the project is self-sustaining. As private enterprises 
move in to take advantage of demonstrated opportunities, the pool wihdraws. 

The Peruvian machinery pools have been so successful that the International 
Bank for Reconstruction and Development has loaned Peru $1,300,000 to pur- 
chase machinery to supplement their operations. The additional machinery 
will make it possible to cultivate an additional 50,000 acres of land annually and 
to reclaim annually about 12,500 acres of once productive land. Much of the 
new equipment will be used in leveling, draining, and contouring for more effec- 
tive irrigation on Peru’s dry coastal plain. At least $1 million a year should be 
added to total production from the reclamation operation alone. Point 4 tech- 
nicians supervise operations until nationals are trained to continue the program 
unassisted. 

Point 4 machinery pool operations in Latin America are also creating new op 
portunities for United States businessmen. Farmers tend to stick with those 
types and makes of machines with which they have become familiar. Demon- 
stration of United States equipment is helping United States manufacturers to 
expand the Latin-American market which now takes 34 percent of all United 
States exports of agricultural machinery and implements. 


Health and sanitation, $16,373,000 


In underdeveloped areas, many, if not most, of the people suffer from debilita- 
ting diseases which seriously retard economic activity. In some areas the ma- 
laria incidence rate is as high as 90 percent; in others, trachoma may plague 75 
to 90 percent of the population. National health services are weak, lacking even 
the minimum number of trained professional workers. 

TCA is cooperating in health programs with 35 countries of Latin America, 
Africa, the Middle East, and South Asia. In all these countries, TCA is pro- 
viding advisory services to the ministries or departments of health, and help- 
ing to train professional and subprofessional health and sanitation workers. 
With TCA cooperation, countries are making advances in developing safe water- 
supply systems, wells, and sanitary methods of human waste disposal; in con- 
trolling major diseases; in protecting the health of children; in expanding nurs- 
ing services; and in gaining public support and use of health services. 

TOA is also helping in the establishment of community centers to supply a 
variety of health services. 

Housing (included in health and sanitation activities) 

Housing and shelter for people of the underdeveloped areas are generally 
grossly inadequate and constitute a major obstacle to progress. Through pro- 
grams of technical cooperation, an effort is being made to help the people learn 
how to build decent quarters by their own effort, with local materials and 
technical guidance. The small financial aid required for materials is usually 
provided by the host government. The success of the health, sanitation, and 
other programs is partly dependent upon decent housing. 

Inadequate shelter is nothing new. Since World War II, however, conditions 
have deteriorated, because of lack of technical ability, material shortages, popu- 
lation growth, inflation, political unrest, the movement from country to city, 
and migration of refugees. The tremendous scope of the problem has baffled 
many leaders of underdeveloped countries. 

TCA’s cooperative housing program is designed to give technical guidance to 
countries seeking to improve their primitive housing standards. The philosophy 
is essentially one of aided self-help. The technicians help people to learn how 
to construct simple, sanitary, and healthful homes from readily available local 
materials. The types of houses recommended are directly related to the climate, 
economic status, and living requirements of the people, TCA also furnishes 
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specialists to countries seeking aid in city, town and village planning, design 
of water supply and sewerage disposal systems, community facilities, schools 
and the development of low-cost building supplies from indigenous materials. 

United States housing technicians give home-construction demonstrations to 
illustrate the benetits to be derived from better quarters. For example, a simple 
method can be demonstrated of building an efficient kitchen for cooking over 
open fires, without chimneys, in a living room. 


Community services (included in health and sanitation activities) 

Increased productivity and economic development require consideration of 
many closely related social problems. Consequently, the point 4 program is 
concerned with the development of useful social organizations and programs as 
an integral part of the effort to raise standards of living. These programs are 
necessary if all elements of the population are to take advantage of the oppor- 
tunities for self-help. They are also designed to deal with social obstacles to 
economic progress or conditions that are aggravated by economic and tech- 
nological change. On the request of governments, TCA provides specialists to 
aid and advise on (1) developing group and community self-help organizations, 
(2) preventing or dealing with social problems resulting from economic and 
technological change, (3) establishing or strengthening social welfare and related 
community services. 

Education, $16,783,000 

The essence of all point 4 projects is education. Whether working in the 
field of agriculture, health, engineering, or public administration, the primary 
purpose of technical cooperation is to transmit the knowledge and skills that 
will help develop the capacities of human beings to improve their own conditions 
of life. 

Within the overall objective of the program, education specialists have a specific 
and important responsibility in helping people who, for the most part, have 
never had access to schools and systems of basic and vocational education. It is 
significant that among these people, whose needs are many, the need for educa- 
tion is deeply felt and the demand for schooling is insistent and widespread. 

TCA education activities may be summed up as follows: 

1. Cooperation with ministries of education of host governments in plan- 
ning and developing school systems which provide both basic and vocational 
education for both adults and children. 

2. Teacher training programs which introduce modern teaching methods 
for literacy, vocational arts and crafts, and community living. 

3. Adult education programs for literacy, vocational training, and home- 
making purposes. Such projects are not restricted to classrooms, but draw 
also upon industry to provide apprenticeship training. 

4. Cooperation with universities and other institutions of higher educa- 
tion of TCA countries to develop their staffs, facilities, curricula, and their 
relationships with appropriate institutions in the United States, often 
through the exchange of students and faculty. 

The rapid increase of schools and adult literacy classes in many point 4 
countries is stimulating an interest in female education where women and girls 
have long been denied access to schools. In this connection, the pioneer work 
of some 125 American women technicians in a number of technical fields is im- 
mensely valuable. 

The TCA education program is making increasing use of modern visual aids 
which are the indispensable tools of technicians in their work of communicating 
ideas and demonstrating skills to large numbers of people. Experience shows 
that point 4 visual aids are most effective when they are simple, when they are 
locally produced, and when they reflect the setting and the customs of the coun- 
try where they are to be used. Training of nationals in the development and 
use of simple visual aids is an important element in the TCA education program. 
Natural resources, $11,843,000 

Proper conservation and development of natural resources are essential for 
real and lasting improvement in the living standards of people in the under- 
developed countries. One of the most precious resources is water—particularly 
in the Middle East, South Asia, and certain semiarid areas of Latin America. 
United States technicians, under point 4 auspices, are working in cooperation 
with the technicians of the host countries to forward water resources develop- 
ment for multipurpose use of irrigated agriculture, hydroelectric power, domestic 
and stock water. Coupled with these developments are projects for reestablish- 
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ing forests and rangelands worn out during centuries of overcutting and over 
grazing. In many countries special assistance is given to development of fresh- 
water and deep-sea fisheries. 

Mineral resources, both metallic and nonmetallic, are increasingly important 
to the economies of all countries. Our technicians are guiding exploration and 
development of minerals in cooperative projects and are training the technicians 
of the host countries in improved practices of exploration, mining, and proc 
essing of minerals. 

Industry, trade, and labor, $8,900,000 

Some measure of increased industrialization logically accompanies the effort 
to grow more food, improve health and education. At present, many of the 
people in the unéerdeveloped areas can work only during the farming season 
and need other employment during the off periods. Crops are partly wasted for 
lack of industrial processing facilities. National economies which are too depend- 
ent on the price of a few raw materials are often extremely unstable. Scarce 
foreign exchange frequently has to be spent to import goods which could be 
processed efficiently with domestic resources. 

Point 4 is helping existing industries in newly developing countries to improve 
their operating efficiency and the quality of their products, As available re- 
sources and markets warrant, point 4 also offers aid in developing new indus- 
tries. It assists in field and laboratory studies of local raw materials and their 
their utilization in order to suggest new products and processes. In addition, 
point 4 provides technical cooperation in searching for, developing or processing 
basie industrial materials. 

TCA specialists attached to its country missions or available through other 
arrangements, provide a wide range of advisory services for industral develop- 
ment. One mechanism for doing this is through productivity centers such as are 
being established in Brazil and Chile. Again, the services of private consulting 
firms can be made available to another government under contract, as has been 
done in Burma and Indonesia, and is being started in Egypt. Or, home and 
other small-scale industry can be stimulated and guided by point 4 specialists, 
as is being done in Ecuador . 

The point 4 program is cooperating with governments in dealing with the 
labor and manpower problems inherent in programs for increasing productivity 
and raising living standards. As the program progresses, these problems are 
appearing in ever sharper focus and can be expected to require increased atten- 
tion. Technical labor experts have been assigned to several countries to advise 
other governments. Specific projects are completed or under way in such fields as 
industrial training (including training of foremen); productivity; industrial 
safety and hygiene: labor statistics, and governmental labor administration. 
Trainees have come to the United States for practical on-the-job training in 
industry, governmental labor administration and labor-management relations. 
Technical information and materials are being provided to Latin American 
productivity services. 


Transportation and communications, $3,451,000 


Without adequate transportation and communication systems, a country’s 
economic development cannot progress far. iraasportation and communications 
must keep pace with, or pave the way for development in other fields of activity. 
Growing more wheat or rice has limited value if it cannot be moved to market. 
Industries cannot be developed unless they have access to necessary raw mate- 
rials and a means of distributing their products. Better transportation enables 
vital raw materials to become a source of badly needed income to underdeveloped 
countries and a means by which they can contribute to the property of the free 
world. People and ideas must move with commerce to strengthen the vitality 
of the free world. Transportation and communication systems must not only 
be developed, but maintained effectively if they are to be useful. 

TCA cooperates with other governments in a wide range of such activities, 
including the development and maintenance of road, water, rail, and air facili- 
ties. This cooperation involves surveys and advice on routes, on construction, 
maintenance, and operating methods. Point-4 technicians contribute also to 
effective use of Export-Import and International Bank loans as, for example, in 
Liberia and Ethiopia. 


Public administration, $2,535,000 


Point-4 technicians are now advising host governments on modern methods of 
public administration. In most countries with which TCA is working, manage- 
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ment of government offices and public services is antiquated. Only by developing 
trained government administrators and agencies capable of effectively planning 
and executing economic development programs, may we be assured that the 
benefits of our efforts will endure after the termination of United States tech- 
nical assistance, 

Many countries have shown an interest in getting advise to help them improve 
their public administration. Requests are usually for services of competent 
United States technicians to assist on specific problems, or for training grants 
under which nationals come to the United States or elsewhere for advanced 
study and observation. These two approaches are integral parts of the TCA 
public administration program. Results of this work include the establishment 
in Saudi Arabia of a new monetary agency to centralize control of receipts and 
expenditures on the basis of recommendations of a TCA mission, and the estab- 
lishment of an executive budget system in Uruguay with the help of several 
local officials who had received training in the United States. 

Community development or general projects, $21,686,000 

TCA experience in reaching people at the grassroots has emphasized the im- 
portance of getting active participation by individual farmers, workers, and their 
families at the village level. Things done for people often prove not to be perma- 
nent; whereas self-help activities tend to bring the people to life and lay a perma- 
nent basis of community support behind the advances made. Increasing em- 
phasis, therefore, is being placed on a Community-development approach in all 
regions of TCA responsibility. This provides for coordination of technicians 
from many fields—usually agriculture, health and sanitation, education and social 
welfare, and often also industry and other social activities. By putting services 
of a variety of technical experts behind the development problems of selected 
localities the impact of the total program is multiplied. 

Particularly interesting in a number of community-development projects is the 
device of training multipurpose village workers who live in the native community 
and help the people actively take part in meeting their own felt needs. These 
village level workers also promise to provide an important channel by which 
national ministries may reach down to the people themselves with such regular 
established services as agricultural extension and other centrally organized activi- 
ties. In some other instances, as in Iran, a team of a number of specialists 
actually work together in the local community. In general a community-develop- 
ment approach performs the following special functions: 

(a) Provides a framework for ensuring a coordinated approach to com- 
munity development ; 

(b) Provides an opportunity for the people to plan and carry out self-help 
activities ; 

(c) Develops local leadership and the capacity of the community to carry on 
development programs after outside assistance is withdrawn ; 

(d) Serves as a channel for reaching the people with technical assistance 
and services available from the government and other sources. 

Village development programs of this general kind are being particularly empha- 
sized in India, Pakistan, Iran, Iraq, and Egypt; but a great many other countries 
in both hemisphere are carrying on similar projects in selected localities. 
Training (costs included under above activities breakdown) 

The policy of the Technical Cooperation Administration is to train as many 
technicians as possible in each of the cooperating countries, using local facilities 
and projects as educational laboratories. This gives each United States tech- 
nician serving abroad a heavy responsibility for teaching. Training on the 
job has the advantages of being in the learner’s language and in an environ- 
ment which he understands. 

In some instances, it is desirable for trainees and leaders to go to a train- 
ing center in a nearby country. The use of training facilities in the region as 
well as those in the country provides instruction and experience of either a 
broader or a more highly specialized kind. 

An example of regional training is that carried on in the American Univer- 
sity of Beirut, Lebanon, to which trainees go from a number of Arab States. 
A similar program is under way in Puerto Rico for Latin American technicians. 

A considerable number of leaders and more advanced trainees are being 
selected for training in the United States. This ever-increasing training re- 
sponsibility is shared by the other departments and agencies of the United 
States Government and by the educational and business institutions of this 
country. The careful blending of training between governmental and nongov- 
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ernmental agencies is important to provide a balanced experience in both theory 
and practice. 

An experiment in special-purpose training is planned for Puerto Rico. A 
limited number of trainees bound for the United States from south Asia and 
the Near East countries may go first to Puerto Rico. There they would enroll 
for a month’s general demonstration of the Puerto Rico plan for raising the 
standard of living of its own people. Also south and southeast Asian trainees 
often make stopovers in Japan. 

This summer in the United States there is being established an experimental 
training center for the short-term training of foreign students graduating from 
American universities. It is thought that this plan might eventually supply a 
considerable number of the junior technicians so greatly needed by their coun- 
tries. 


TABLE 4.—Economical assistance and technical cooperation, Near Fast and 
Africa—Comparative summary of obligations by country 


[In thousands of dollars] 


Actual, 1952 Estimate, 1953 Proposed, 1954 


{ 
Country Act for In- Act for In- Act for In- 
| ternational ternational ternational | 
Develop- Develop- Develop- | 
ment ment ment 


Special aid Special aid Special aid 


Ethiopia , 072 1, 294 
Iran , 761 23, 324 
Iraq ‘ 359 1, 884 
Israel ‘ 835 63, 500 | 2, 550 | 
Jordan 3, 437 1, 264 | 2, 821 
Lebanon 3, 397 | 701 

Liberia ‘ 77 | 1, 564 

Libya . ‘ , 473 1,178 

Saudia Arabia 171 | 1, 468 

Syria . s- é paved * 

Regional projects 2,170 | dele ial 1, 585 |.---.. sia 

Undistributed by countries. a : 2 50, 000 Sinees 2 60, 063 |. i 1 170, 000 


i 
Egypt . 326 12, 972 
| 


Total obligations A 37, 774 114, 764 51, 391 | 130, 291 43, 170, 000 


1 Special economic aid item includes minimum aid required to maintain operation in Iran at approximately 
$25 million level 

2 For relief and resettlement of Palestine refugees. New appropriations are not at present requested for 
$30 million of total (for relief and resettlement of Palestine refugees). 


TasLe 5.—Economic assistance and technical cooperation, south and southeast 
Asia—Comparative summary of obligations by country 


[In thousands of dollars] 


Actual, 1952 Estimate, 1953 Proposed, 1954 


Country Act for In- Act for In- Act for In- 
ternational ternational ternational 
Develop- Develop- Develop- 

ment ment | ment 


Special aid Special aid Special aid 


Afghanistan 253. 663. 3 1, 400 | 
Burma 3, 674. ¢ 5, 935. 6 | 
Ceylon 10. ¢ 

India 52, 707. , 886, 
Indonesia 8, 063. 3, 428 
Nepal 201. § 428 
Pakistan , 600 11, 872. 
Regional. 7” 155. 6 167 


5 30, 100 79, 900 
6 4,000 | 
4 600 
s 1 15, 000 13, 000 
3 


Total obligations 85, 668. 68, 382. 5 16, 500 49, 100 | 


! Long-term loans made to these countries under authority of the Mutual Security Act as amended, for 
the purchase of wheat. 

? Unliquidated obligations transferred from MSA as of June 30, 1952, when program was transferred to 
TCA for operation under the Act for International Development. 
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TABLE 6.—Economic assistance and technical cooperation, American Republics 
and DOTS ‘—Comparative summary of obligations by country 


[In thousands of dollars} 


Act for International Development 
Country 
Actual, Estimate, Proposed, 

1952 1953 1954 


Bolivia — eames nie 1, 392. 2 , 291.4 1, 476. 
Brazil...... 2, 555 3, 512.8 3, 604. 
Chile. -. , 1,049.6 , 140. § 1, 729 
Colombia. ...... . 700. 978 1, 707. : 
Costa Rica..... 1, 260. 7 881 1, 090. § 
Cuba ‘ 145, 246. 6 242 
Dominican Republic... 205 376 523. 
Ecuador , 243.3 , 412. ! 1, 341. 
E] Salvador._-- . 425, 803. 5 7 
Guatemala... . 204 211 
Haiti . 621 646. ! 
Honduras... weet - 626 837. é 
Mexico ‘i 693. 6 5 
Nicaragua 

Panama. .-. 

Paraguay - 

Peru... 


coon 


2 > Or de = OOO 


j- 
CO GO me Ie Co 


Uruguay ‘ { 
Venezuela ‘ coax 210. .5 
DETR Wis accn * 8. 2 j 7.0 
Regional... ‘ . , 485. £ , 245.9 
Domestic program cost . ‘ 547. § 4 970.0 


Total obligations. .... bid é { 5 24, 342.0 


1 Dependent overseas territories in the Western Hemisphere. 


COUNTRY REQUESTS FOR FISCAL YEAR 1954 


Mr. Woop. Mr. Chairman, there is one element in that, namely, the 
country-by-country figure for the requests in 1954, which probably 
should not be made public until the record is printed; certainly until 
Mr. Stassen and Mr. Dulles get back from their trip overseas. 

The CHarrman. It will not be made public before that, you can 
be sure. 

Mr. Woop. We did want to keep those figures confidential. 

Mr. Anprews. Mr. Chairman and Mr. Wood, I am through, sir. 

The CuarrmaNn. All right, carry on. 


UNITED NATIONS INTERNATIONAL CHILDREN’S EMERGENCY FUND 


Mr. Woop. Our next witness, Mr. Chairman, is Mr. Ingram, who 
is concerned with the request of $9 million for children’s welfare. 

The Cuarrman. We thank you, Mr. Andrews. I can plainly see, 
sir, you are an enthusiast in the work, and no work gets anywhere 
without enthusiasm. 

Mr. Anprews. Thank you, sir; we try to be. 

Mr. Woop. There is a request, Mr. Chairman, of an authorization 
of $9 million to be made available to the United Nations in some form 
for children’s welfare work in the world. 

The Cuarman. All right now, have you got a breakdown of how 
the United Nations have used the fund last year in various countries, 
and so forth? 

Mr. INcram. We can supply that for the record. 

The Cuairman. Have you got a table to that effect ? 

Mr. Incram. Yes, sir. 

33902—53——35 
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Mr. Woon. If you wish, Mr. Ingram can supply that. 

The CuHarmman, Please put that in. It will be helpful for busy 
people to see quickly just what the situation is. If you want to put 
that table in and to supplement it by any explanation, go ahead. 

(The information referred to follows :) 


Summary of UNICEF allocations by geographic region 


[In thousands of United States dollar equivalents] 


Region } 1947-51 | 1952! | Total 

Africa ‘ ‘ 382 | 1, 000 | 1, 382 
Asia ‘ Seeadas’ 18, 478 | 4, 580 | 23, 058 
Fastern Mediterranean ; 14, 354 4, 486 | 18, 840 
Europe : Sats 2 89, 929 | 31, 263 | 91, 192 
Latin America | 5, 416 2, 033 | 7, 449 

Subtotal dad ni | 128, 559 | 13, 362 | 141, 921 
Group training courses 580 580 
General technical services -_- , | 375 319 | 694 
Freight . . . ates | 13, 332 3, 263 | 16, 595 
Administration paseell ‘ = oak ‘ 8, 687 42,133 | 10, 820 

Total. ; 151, 533 | 19,077 | 170,610 


1 Portions of allocations returned by the Executive Board to the general resources of the fund in 1952 
have been deducted from the original allocations appearing in the column 1917-51. 

2 Includes $1,346,000 allocated to the International Children’s Center, Paris, which trains child health 
and welfare workers not only from Europe but also from the other regions. 
3 Includes $330,000 allocated to the International Chil iren’s Center, Paris. 
4 Excludes $2,108,000 aljocated in 1952 for administrative expenses in 1953. 


Summary of UNICEF allocations by type of program 


[In thousands of United States dollar equivalents] 














| 
Program | 1947-51 1952 Total 

General maternal and child health services 9, 555 3, 217 12, 772 
BCG vaccination and other tuberculosis-control measures 8, 027 707 &, 734 
Control of yaws, bejel, and syphilis . 3, 444 750 4, 194 
Control of malaria and other insect-borne diseases 2, 904 1, 807 4,71 
Control of communicable diseases : 440 175 €15 
Aid in production of antibiotics and insectic ides_ 2, 712 285 997 
Milk conservation - -__- : iehhob tbbinspobe 4, 859 1,415 6, 274 
Supplementary feeding - -  - ‘ nes : 86, 549 13,053 89, 602 
Clothing, shoes, blankets, and other supplies , @ 186 [c--.. 9, 156 
Miscellaneous emergency aid _- - ee 913 1, 953 2, 866 
Subtotal nameeeeten ‘ 128, 559 13, 362 141, 921 
Group training courses... ‘ 580 |_. 580 
General technical services 375 319 694 
Freight __..- a . 13, 332 3, 263 16, 595 
Administration... - a ndiede . doa died Satie 8, 687 2, 133 10, 820 
WOR. oA dil. ste wb chales a buticcliee 151, 533 19, 077 170, 610 

1 meiniee $2,525,000 of calendar year 1952 allocations for emergency assistance to be used for = the eapbhe 


mentary feeding of Palestine refugees. 
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Summary of programs approved by UNICEF Executive Board during 1952 
[In thousands of United States c\ollar equivalents] 


7T of program Tots 
Maternal ype of program Total 
Area and country and child 
welfare Mass Milk con- Number 
¢ t g oa tic —— > . 0 
and training health Nutrition servation programs Amount 
Long-range programs: 
Africa (9 countries) - .. | ‘ 675 325 9 1, 000 
Asia (10 countries) 2, 193 1, 574 27 3, 767 
Eastern Mediterranean 
(11 countries) 216 385 770 15 1,371 
Europe (4 countries) 746 | 17 500 6 11, 263 
Latin America (15 coun- 
tries) .... & 62 1, 090 186 145 23 1. 483 
Subtotal — 3, 217 3, 724 528 1,415 | 80 28, 884 
Emergency programs.......-.! | 6 4,478 
Total, all programs_- - - hai 86 13, 362 


1 Includes $330,000 for the International Children’s Center, Paris, which trains child health and welfare 
workers not only from Europe but also from other regions of the world 

2 Total does not include $135,000 reprogramed in 1952 but financed from allocations made in previous 
years. 


Summary of allocations in 1952 by geographic area and country ' 


Total of 
Area and country Program Allocation} country 
allocations 
A fi ie?: 
Belgian Congo and Ruanda | Treatment of serious nutritional] deficiencies___| $175, 000 | $175, 000 
Urundi 
French Equatorial Africa do 150, 000 150. 000 
French West Africa, Togo- | Antimalaria _.| 400, 000 400, 000 
land, and Cameroons. | 
Liberia Antimalaria and yaws | 100, 000 100, 000 
Morocco Antitrachoma 100, 000 100, 000 
Tunisia do 75, 000 75, 000 
Total, Africa 1, 000, 000 
Asia: 
Afghanistan - - - Maternal and child welfare 54, 000 
| Typhus control 7, 000 
Mar ria control 46, 000 107, 000 
Burma BCG antituberculosis vaccination 49, 000 
Maternal and child welfare 216, 000 265, 000 
Ceylon | do 24, 000 24, 000 
China (Taiwan) BCG antituberculosis vaccination 40, 000 
| Veceine production 15, 000 
| Maternal and child welfare 61, 000 116, 000 
Hong Kong do : 78, 000 
BCG antituberculosis vaccination 19, 000 97, 000 
India ‘ Materne! and child welfare 846, 000 
Tuberculosis control 166, 000 
| Malaria control | 424, 000 
| Emergency feeding (femine aress) 751, 000 2, 187, 000 
Indonesia Maternal and child welfare 19, 000 19, 000 
Pakistan | do | 387, 000 | 
| Maternal and child welfere (hospitel equip- | 65, 000 ee 
met.t) 
| BCG entituberculosis vaccine tion --------| 146,000 | 598, 000 
Philippines -- | do 73, 000 ad 
| Meternal end child welfare | 290, 000 
Antiyaws ‘ 122, 000 
| Emergency feeding (typhoons and earth-| 29, 000 514, 000 
| quakes). } | 
Thailand. _..._.- | Meternel and child welfare | 153, 000 
| BCG antituberculssis veecination | 99, 000 
| Antiyaws ‘ . 368, 000 620, 000 
Supplemental allocation to |__...-__.-- ainthnaakiben 33, 000 33, 000 
cover underestimetion in 
cost of food supplies ap- | 
proved prior to 1952. | 
Total, Asia. ie 4, 580, OOO 


Footnote at end of table. 
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Area and country 


Eastern Mediterranean 
Egypt 


Ethiopia 
Iran 
Iraq 


Israel 
Jordan 


Lebanon 
Libya 
Sudan 
Syria 


Turkey 
Palestine refugees 


Total, eastern Mediter- 


ranean, 


Europe: 
Greece 
Italy 
Portugal 
Yugoslavia 


International Children’s Cen- | 


ter, Paris. 
Supplemental 
cover underestimation in 
cost of food supplies ap- 
proved prior to 1952. 


Total, Europe 


Latin America: 
Bolivia 


Brazil 


British Honduras 
Chile. 


Colombia... 
Grenada 
Haiti 


Honduras 
Jamaica 
Nicaragua 
Panama 


Paraguay 
Peru 


St. Lucia 
eurinam 
Trinidad and Tobago 


Total, Latin America 


otal allocations for 1952 


These are 


MUTUAL 


allocation to | 


SECURITY ACT OF 1953 


Program 


Insect control 

Milk conservation 

Emergency feeding (Gaza refugees not eligible 
for UNRWA aid) 

BCG antituberculosis vaccination 

Maternal and child welfare 

Malaria control 

Milk conservation 

do ws / 

BCG antituberculosis vaccination 

Maternal and child welfare citesmehiiiie 

Emergency feeding (refugees not eligible for 
UNRWA aid) 

Malsria control 

Maternal and child welfare 

BCG antituberculosis vaccination 

Maternal and child welfare 

Insect control 

Milk conservation 

Supplementary emergency feeding and hous- 
ing. 


Maternal and child welfare 
Milk conservation 

Maternal and child welfare 

do 
Maternal and child welfare 
port). 
Milk conservation 
Training of child health and welfare workers 


(medical trans- 


Malaria control 
Typhus control 
Emergency feeding (drought in 
Brazil) 
Long-range feeding 
do ° 
Antibioties production 
Insect control 
do. 
do. 
Antiyaws 
Long-range feeding 
Insect control 
Milk conservation _ 
Insect control 
Long-range feeding 
Maternal and child welfare 
do 
Long-range feeding 
Insect control 
Typhus control 
Insect control 
do 
do 
Tuberculosis control 


northeast 





Allocation 


165, 000 


125, 000 
200, 000 


52, 000 
5, 000 
5, 000 
185, 000 
300, 000 
15, 000 
63, 000 
390, 000 


si 


8, 000 
43, 000 
5, 000 


35,000 | 
35, 000 | 


), 
160, 000 


63, 000 
290, 000 


50, 000 | 
253, 000 | 
50, 000 | 


210, 000. | 


330, 000 


17, 000 


42, 000 
6, 000 
550, 000 


16, 000 
49, 000 
285, 000 


8, 000 | 


27, 000 
165, 000 
260, 000 
23, 000 
26, 000 
145, 000 
46, 000 
30, 000 





37, 000 | 


25, 000 
68, 000 
100, 000 
i7, 000 
25, 000 
37, 000 
38, 000 
&, 000 


of the assistea countries which supplement the funds allocated from the central account. 





5, 000 | 


Summary of allocations in 1952 by geographic area and country—Continued 


Total of 
country 
allocations 


490, 000 


42, 000 
75, 000 


270, 000 
300, 000 


468, 000 
8, 000 
43, 000 
25, 000 
70, 000 


160, 000 
2, 525, 000 


4, 486, 000 


63, 000 
290, 000 
50, 000 


513, 000 
330, 000 


17, 000 


1, 263, 000 


48, 000 
550, 000 


16, 000 
334, 000 
8, 000 
27, 000 
425, 000 
194, 000 
46, 000 
30, 000 


37, 000 
25, 000 


185, 000 
25, 000 
37, 000 
46, 000 
2, 033, 000 


13, 362, 000 


allocations from the central account of UNICEF only and do not include the contributions 





i 
' 
' 
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Mr. Woop. This is Mr. Ingram, of the State Department, who will 
tell the committee briefly about this work and the request. 
Mr. Ingram. 


STATEMENT OF GEORGE M. INGRAM, DEPARTMENT OF STATE 


Mr. Ineram. Mr. Chairman, I have a very brief statement which I 
would like to submit for the record. 
(The prepared statement referred to follows :) 


UNITED NATIONS INTERNATIONAL CHILDREN’S EMERGENCY FUND 


I welcome this opportunity to appear before your committee to present the 
reasons why the United States should continue to support an international 
children’s welfare program, and to review briefly for you the program and ac- 
complishments of the United Nations International Children’s Emergency Fund 
(UNICEF) since its inception. 

UNICEF was established by the United Nations General Assembly in December 
1946 to help relieve the suffering and misery of children throughout the world, 
resulting from the devastation of the war. During its first years the fund’s 
resources were devoted largely to meeting the emergency needs of children in 
Europe for food, clothing, and medical attention. By the end of 1950 UNICEF 
had provided approximately $113,425,000 in aid to children. Of this amount 78 
percent was for this emergency relief. With respect to geographic distribution, 
76 percent went to Europe. 

In December 1950 the General Assembly voted to extend UNICEF for 3 more 
years, through December 31, 1953. During this period, largely as the result of 
the efforts of the United States, the program emphasis has shifted from the 
emergency mass feeding and care of war victims in Europe to assisting under- 
developed countries in Asia, Africa, and Latin America in the development of 
local maternity and child welfare programs with lasting benefits. From 1951 
through March 1953 the fund approved approximately $29,360,000 for all proj- 
ects, of which 68 percent was for long-range programs in underdeveloped 
countries. 

The United States has given strong support and leadership to the UNICEF 
program from the beginning. To date the United States has contributed a total 
of $87,416,667 to the fund. The executive branch is requesting $9,814,333, in 
addition to the $6,666,667 previously appropriated and contributed, for contri- 
bution to the UNICEF program through December 31, 1953. This latter amount 
has already been authorized by the Congress for this purpose but not yet appro- 
priated. Sixty-three governments and hundreds of thousands of individuals all 
over the world have also made substantial contributions to enable the fund to 
carry out its program of aid to children. The total funds made available to 
UNICEF have, under agreements with the countries receiving aid, been more 
than matched by the recipient countries themselves. As a result of these com- 
bined efforts, UNICEF has become an outstanding symbol of a successful United 
Nations activity. To millions of persons, many in remote areas of the world, 
its concrete benefits in feeding and clothing children and protecting them from 
disease have conveyed the real meaning of international cooperation through 
the United Nations in tangible and understandable terms. 

The United Nations General Assembly will consider the future status of the 
Children’s Fund this fall, at which time it will determine the nature and sub- 
stance of any new international children’s welfare program for the period be- 
ginning January 1, 1954. The executive branch believes that it is in the interest 
of the United States, for political as well as humanitarian reasons, to continue 
its financial support of international children’s welfare work. The executive 
branch is therefore requesting an amount of $9 million as a contribution in calen- 
dar year 1954. This amount is an approximation of the average amounts which 
the United States has contributed to UNICEF during the past 3 years, or which 
has been authorized for contribution. 

Much has been accomplished by the Children’s Fund in the past. There is 
much more to be done in the future. Of the approximate 900 million children 
under the age of 15 in the world, an estimated 500 million live in economically 
underdeveloped areas. The surface of their needs has only been scratched. 
When projects now under way are completed, approximately 60 million children 
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will have been reached by UNICEF in 79 countries and territories. Many gov- 
ernments, with UNICEF aid, are initiating or expanding child-welfare programs 
of their own. Further assistance must be given these governments if their ini- 
tial efforts are to culminate in the development of effective permanent programs 
which can be carried on without outside aid. It is our hope, therefore, that the 
Congress will give its support to the request of $9 million for contribution to a 
further program of international children’s welfare work. 


SUPPORT OF U. N. CHILDREN’S FUND 


Mr. Incram. Mr. Chairman, I have submitted a brief statement 
for the record. 

I would like to note that the Congress authorized a contribution 
by the United States of $16,481,000 for the 30-month period begin- 
ning July 1, 1951, and ending December 31, 1953. 

We have had appropriated $6,666,667 of that amount and we are 
asking for the balance of $9,814,333 as a deficiency. That will be 
for this year. 

In this request we are asking for $9 million to support a program 
of international children’s welfare work for calendar year 1954. The 
exact proportions of that program will not be known until the Gen- 
eral Assembly meets this fall to decide on the future of international 
children’s welfare work in the United States, but we feel very strongly 
that we should make provision to support a program of this nature 
because we think that the children’s fund program to date has been 
one of the most effective programs of the United Nations, and has 
gained for the United States as a major contributor a great deal of 
credit. 

Senator Mansrretp. How much money does the fund have on hand 


at the present time, $1,000, $2,000, $5,000 ? 

Mr. Inoram. It has about $3,000 which has not been allocated for 
assistance to particular countries asking aid. 

Senator Mansrreitp. Does Mr. Pate head it? 

Mr. Incram. Mr. Maurice Pate. 


SCREENING OF UNITED STATES NATIONALS WORKING AT THE U. N. 


Senator Mansrretp. What about the Americans who work on this 
program ; have they ever been screened ? 

Mr. Incram. They are now being screened, sir, in the same manner 
as the United States nationals serving on the regular staff of the 
United Nations, and I wanted to say, Mr. Chairman, that the United 
States nationals serving on the U. N. technical-assistance programs 
are also being screened at this time under the program which Ambas- 
sador Lodge has spark-plugged. 

Senator Mansrrevp. In other words, all Americans in all agencies 
affiliated with the U. N., as well as the parent organization itself, are 
undergoing a process of screening at the present time? 

Mr. Incram. That is right. It calls for a full FBI field investiga- 
tion on all professional and senior and intermediate administrative 
people. The program also calls for a Civil Service Commission inves- 
tigation of the clerical categories but that will be converted into an 
FBI investigation if any derogatory matters are uncovered. 

Senator Mansrrevp. Has anyone in the U. N. organization declined 
to comply with the request for the filling out of the questionnaire? 
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Mr. Incram. There was in the case of the U. N. itself one instance 
of an employee who refused to fill out the form. She has been termi- 
nated. There are 3 employees of UNESCO and 2 of World Health 
Organization who presently are refusing to complete the forms. This 
is all, out of the approximately 3,600 to whom forms have been 
distributed. 

Senator Mansrievp. That is all, Mr. Chairman. 

The Cuarrman. Senator Green ? 

Senator Green. No questions. 

The Cuatrman. What is next? 

Mr. Woop. Next comes the request for support of the United Na- 
tions Korean Reconstruction Agency. I will ask Mr. Graham Hall 
to tell the committee about that. 

Mr. Hall is from the State Department, Mr. Chairman. 

The Cuatrman, Carry on. 


STATEMENT OF GRAHAM HALL, DEPARTMENT OF STATE 


Mr. Hatu. Mr. Chairman and members of the committee, in order 
to conserve time, if it is agreeable, I will submit a short statement 
for the record and make a very brief oral statement touching on only 
three principal questions: First, What is the need for Unite .d Nations 
economic assistance to Korea; second, How does the proposed legis- 
iation meet this need; and, third, What is the current status of the 
program of the United Nations Korean Reconstruction Agency? For 
brevity let us just refer to the agency by its initials, UNKRA. 


U. N. ECONOMIC ASSISTANCE TO KOREA 


As you are aware, of course, _s ‘ularly Senator Mansfield with 
his participation in the United Nations work, the United States has 
been providing economic assistance to the Republic of Korea through 
contributions to UNKRA, which was established in December 1950, 
by the General Assembly of the United Nations to provide relief and 
rehabilitation in Korea. 

Now, coming right up to the current date, in March of this year 
the General Assembly by a unanimous resolution, except for the five 
Soviet bloc—there was not a single abstention—passed a resolution 
confirming the work of UNKRA and calling for additional and con- 
tinued support. 

Now, as we all know so well, the military aggression by the Com- 
munist forces against the Republic of Korea have caused vast damage 
almost beyond our imagination unless we have been and worked 
there, as I have; and the consequent privation, misery, and suffering 
of its people are also almost impossible for us to picture without 
seeing it. 

Even more important, in accordance with the United States policy 
at this time, I say more important from the strategic point of view, 
not the humanitarian point of view, is our thinking toward the ne- 
cessity of supporting the ROK military forces to take their fullest 
part in resisting the aggression against their country. 

What is the current situation with respect to this United Nations 
activity? It began, of course, when the United Nations authorized 
an initial $250 million program, which was to be met by voluntary 
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contributions by governments; and, of this initial amount, the United 
States pledged as its share $162.5 million. 

Then, pursuant to appropriations that were made under the Mutual 
Security Act in the fiscal year 1952-53 the United States has paid 
$35 million on this pledge, and there is currently pending an addi- 
tional disbursement of approximately $16 mitten from the existing 
appropriation before the end of this fiscal yea 


PROPOSED LEGISLATION REGARDING ECONOMIC AID FOR KOREA 


Now, with respect to the legislation before you, Mr. Chairman, in 
section 505 the proposal is to authorize the appropriation of $71 
million for fiscal year 1954, and in addition to authorize the United 
States Department of the Army to make available toward the United 
States contribution to UNKRA at the time when UNKRA assumes 
full responsibility for relief and rehabilitation in Korea, civilian relief 
supplies in the Army pipeline to Korea, of a value ‘not to exceed 
$40,050,000, whch would then complete the payment of the United | 
States pledge of $162.5 million. 

At that point, may I remind the committee that by agreement | 
between the Unified Command and UNKRA, the primary responsi- 
bility during the continuance of hostilities for direct emergency 
civilian relief is being exercised by the Unified Command, and 
UNKRA is concentrating its program in the field of rehabilitation. 

If military circumstances prevent the turnover of this Army pipe- 
line of supplies to UNKRA during the fiseal year 1954, then UNKRA 
would not have sufficient funds to complete its proposed 1954 pro- 
gram unless there be a later supplemental appropriation for a United 
States contribution to UNKRA of $40 million cash in lieu of the 
unavailable $40 million pipeline. But that rests in the lap of the 
gods, depending on the military circumstances. 


PURPOSE OF U. N. KOREAN RECONSTRUCTION AGENCY (UNKRA) PROGRAM 


Now, to summarize in just a sentence the overall purpose of 
UNKRA’s program, it is to assist the Korean people in their own 
efforts and primarily in these fields—these are the principal objec- 
tives: To provide food, shelter, clothing, and medical services to the 
extent required to sustain life; to develop agriculture, fisheries, coastal 
shipping, and mining so as to minimize the needs of food imports 
and to maximize exportable surplus; to rehabilitate or reconstruct 
the damaged or destroyed Korean facilities for the production of 
goods and materials, and in some instances to construct a facility they 
did not previously have, such as a fertilizer plant for increasing their 
agricultural production; also to assist in the training of the Korean 
people themselves in the skills necessary to further develop their own 
economy and their own ability to sustain themselves. 

Toward the fulfillment of these objectives, UNKRA in agreement 
with the Unified Command and the Republic of Korea, embarked in 
November 1952 the earliest time at which the military circumstances 
would permit full-scale operation by UNKRA, on the program of 
relief and rehabilitation under which it is presently engaged in obli- 
gating $70 million by July 1, 1953. 
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For fiscal year 1954, UNKRA has proposed a $130 million program. 
The UNKRA program for 1954 does not at this time include the 
assumption that UNKRA would take over the responsibility for the 
emergency civilian relief now being exercised by the Unified Command. 

If, as the result of the cessation of hostilities and a consequent 
change of military circumstances, UNKRA is called upon during fiscal 

1954 to assume that additional responsibility, then a larger UNKRA 
program would be required. 

With your permission, I am submitting for the record an itemiza- 
tion by categories and amounts of the UNKRA program for fiscal 
1953 and for fiscal 1954, so I will say nothing on that at this time 

except just to mention that the major activities are in the field of 
food and agriculture, industries, power, transportation, development 
of natural resources, housing, education, health, and sanitation. 


COORDINATION OF ECONOMIC ASSISTANCE FOR KOREA 


I am sure the committee would be especially interested at this time 
in a brief mention of the question of coordination of economic as- 
sistance because, of course, the committee is well aware that large 
United States sums are furnished through the unified command for 
direct civilian relief in Korea. The answer to that question is that 
a coordinating committee composed of representatives of the eee 
of Korea and the unified command and UNKRA functions in Korea 
for the purpose of coordinating the respective parts of the overall 
economic efforts to be fulfilled by each of the three entities. The best 
evidence of the effective execution of this function is that the com- 
mander in chief of the United Nations Command has just sent a 
message reporting that the proposed UNKRA program for the fiscal 
year 1954 has been coordinated among the Republic of Korea, the 
representative of the UNC commander on the Combined Economic 
Board in Korea, UNKRA and, particularly, the special representative 
of the President of the United States, Mr. Tase: , who is serving in 
Korea as United States economic adviser. 

In further evidence of coordination and cooperation, UNKRA has 
employed from its funds and loaned to the United Nations Civil As- 
sistance Command, 140 persons who have professional or special train- 
ing for civil assistance work. 


ROLE OF UNITED STATES IN DETERMINING UNKRA POLICY 


Another question I know arises in the minds of the committee 
naturally and properly : What is the participation of the United States 
in the determination of UNKRA policy and programs? 

The UNKRA Advisory Committee of which the United States is a 
member is charged under the resolution of the General Assembly 
establishing UNKRA with special functions in this connection. It 
meets frequently to advise the Agent General of UNKRA on major 
financial procurement, distribution, and other economic problems per- 
taining to the planning and operations of the Agency. 

The Agent General of UNKRA, by the way, is Lt. Gen. John B. 

Coulter, United States Army, retired. He was appointed to that posi- 
tion a few days ago by the Secretary General of the United Nations, 
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who made this appointment after seeking the advice of the UNKRA 
Advisory Committee. 

General Coulter has served for the past year as the chief of the 
Washington office of UNKRA. 

To date, 31 governments have pledged or contributed to UNKRA. 
Obviously, from the point of view of the United States taxpayer these 
contributions of other governments to this United Nations agency 
very substantially lighten the financial burden that would otherwise 
no doubt be borne entirely by the United States. 

So, in conclusion, Mr. Chairman, we believe that authorization for 
appropriation of the remainder of the United States pledge which 
was, of course, made subject to the approval of the Congress, as pro- 
posed in the bill now before you, would constitute a vital contribution 
by the United States toward demonstrating to the Korean people 
and to the world that a victim of Communist aggression will be helped 
by the United Nations to resist that aggression, and to survive as an 
independent country, otherwise the military victory would be in vain. 

Thank you, Mr. Chairman. 

The Cuatrman. How much was the original pledge? 

Mr. Hatu. $162.5 million. 

The CHarrman. How much have we paid ¢ 

Mr. Hau. $35 million, sir. 

The Cuarmman. And how much do you request this year? 

Mr. Hat. $71 million cash appropriation, and $40 million in sup- 
plies in the Army pipeline to be turned over if responsibility is turned 
over to UNKRA. There is currently pending a disbursement of ap- 
proximately $16 million. That would make the total of $162.5 mil- 
lion. 

The Cuatrman. Where does that $16 million fit in this? 

Mr. Hatx. That is the remainder, sir, of the current appropriation 
which has not yet been disbursed. 

The CHarrman. Oh, yes. 

Mr. Hau. It has been approved by the Director of Mutual Secu- 
rity for disbursement at this time. 

The Cuarrman. That is an analysis of it. All right. Any ques- 
tions? 

A “MILITARY VICTORY WOULD BE IN VAIN” 


Senator Green. I do not yet understand what you mean by that 
statement, namely, that a military victory would be in vain other- 
wise, 

Mr. Hauzu. May I suggest this, Senator Green: What I had in 
mind was that if we merely hold territory by military forces, but the 
economy of the country collapses so that at an eventual day when we 
cannot always remain there the country is so weak that it falls an im- 
mediate victim to renewed Communist aggression, then we have not 
accomplished any permanent result. 

Senator Green. I think you said a great deal more than that. You 
said a military victory. Where is the victory? What are we fighting 
for? We are fighting to resist aggression; that is the idea. 

Mr. Hatz. Yes, sir. 

Senator Green. A victory would have defeated aggression. 

Mr. Hat. That is right, sir. 
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Senator Green. That is the main purpose of the whole enterprise. 

Mr. Hau. Yes, sir. 

Senator Green. So why woulc it be in vain if we could have es- 
tablished to the world that aggression must be punished by force? It 
is punished by force. We have not only asserted that principle, but 
we have carried it out in fact. It seems to me that is the most impor- 
tant part of the whole thing. 

Mr. Haut. I think you are exactly right, Senator Green, but we 
also believe, from our study of the economy, the collapsed economy, 
of Korea, that unless the economy is restored, the military victory 
would very shortly be followed by a second aggression and complete 
collapse. 

Senator Green. Well, you have not said that at all. 

Mr. Hauw. I was trying in a short way to indicate that. 

Senator Green. It would seem that if the economy was sacrificed 
the whole operation was in vain. You might as well say that sup- 
pose we resist aggression here, and our economy is wrecked doing it, 
and we are successful in repelling the invader. That does not prove 
that the victory is in vain, 

Mr. Haxx. It does, sir, unless our economy remains strong enough 
to resist the next time. 

Senator Green. Of course, it is very costly and it has its dis- 
advantages attached to it. I think it was an entirely wrong principle 
that you were enunciating, 

Mr. Haz. Our purpose would be the same in the United States as 
in Korea, and that is to rebuild after a disastrous war sufficient 
strength to continue to resist anticipated future aggression. 

I think it is- 

Senator Green. I think it is very desirable, but I do not think the 
victory would be in vain if we did not. 

The CuHarrman. All right. 

Senator Green. I think that is a fundamental thing we are fighting 
for, and if we do not understand it ourselves, it seems to me that th: at 
isin vain. I think that we ought not to let that statement go unchal- 
lenged. I think it is the wrong conception. 

The Carman. You have got it very clear on the record what your 
position is, and he has got his. Any further questions? 

All right. 

(The prepared statement submitted by Mr. Graham Hall follows :) 





UnitEep STATES CONTRIBUTION TO THE UNITED NATIONS KorREAN RECONSTRUCTION 
AGENCY 


SUMMARY STATEMENT 


The United States has been providing economic assistance to the Republic of 
Korea by contributions to the United Nations Korean Reconstruction Agency 
(UNKRA) which was established in December 1950 by the General Assembly 
of the United Nations to provide relief and rehabilitation in Korea. During 
the continuance of hostilities, the United States has also provided through the 
Unified Command in excess of $300 million for emergency direct civilian relief 
in Korea. The Unified Command has the primary responsibility for emergency 
civilian relief until a time after a cessation of hostilities: and, during such con- 
tinuance of hostilities, UNKRA has been engaged primarily in rehabilitation 
activities. The agreement between the Unified Command and UNKRA contem- 
plates that, as soon after a cessation of hostilities as military circumstances 
permit, responsibility for emergency civilian relief will be transferred to UNKRA. 
The military aggression against the Republic of Korea has caused vast damage 
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to its economy and great suffering and privation for its people, resulting in the 
necessity that economic assistance be furnished to enable the Korean people to 
sustain their military resistance to aggression and, in time, to recover from the 
ravages of war. 

The United Nations authorized an initial $250 million program for UNKRA 
to be met by voluntary contributions from governments. Of this initial amount, 
the United States pledged, subject to the approval of the Congress, $162.5 
million (65 percent) as its share. The United States, pursuant to appropriations 
made under the Mutual Security Act in fiscal years 1952 and 1953, has paid $35 
million on its pledge; and an additional United States payment of approximately 
$16.5 million from the fiscal year 1953 appropriation is under consideration for 
disbursement before the end of fiscal year 1953. 

The proposed legislation authorizes appropriation of $71 million for fiscal 
year 1954; and, in addition, authorizes the United States Department of the 
Army to make available toward the United States contribution to UNKRA, at 
the time when UNKRA assures full responsibility for relief and rehabilitation 
in iX<ovea, civilian relief supplies in the Army pipeline to Korea of a value not to 
exceed $40,050,000, which would complete the payment of the United States 
pledge of $162.5 million. 

If military circumstances prevent the contribution to UNKRA during fiscal 
year 1954 of the approximately $40 million value of civilian relief supplies from 
the Army pipeline to Korea, UNKRA will not have sufficient funds to complete 
its program for fiscal year 1954 unless there be a supplemental appropriation for 
United States contribution to UNKRA of $40 million cash in lieu of the un- 
availahle pipeline supplies. 


OBJECTIVES OF UNKRA PROGRAM 


The overail purpose of UNKRA’s program is to assist the Korean people in 
their own efforts, first, to produce the basie necessities of life and, then, to re- 
store a stable economy, The principal objectives of this program are to assist 
in (1) providing food, shelter, clothing, and medical services required to sus- 
tain life, (2) developing agriculture, fisheries, coastal shipping, and mining 
so as to minimize food import requirements and to maximize exportable sur- 
plus, (8) rehabilitating or reconstructing the damaged or destroyed Korean 
facilities for the production of goods and materials, and in some instances 
(such as a fertilizer plant) constructing a facility which had not previously 
existed, thus restoring and increasing the Korean production of goods and 
materials and making the maximum use of indigenous resources, (4) counter- 
acting the inflationary tendencies resulting from the war conditions, (5) 
achieving economic conditions conducive to the maintenanace of economic and 
political stability, and (6) training Koreans in technical skills such as agri- 
culture, industry, public health, and education. 


CURRENT STATUS OF UNKRA PROGRAM 


Toward the fulfillment of its objectives, UNKRA, in agreement with the 
Unified Command and the Republic of Korea, embarked in November 1952 
on a program of relief and rehabilitation designed to obligate $70 million prior 
to July 1, 19538. UNKRA has proposed a $130 million program for fiscal year 
1954. The UNKRA program for fiscal year 1954 does not include assumption 
by UNKRA of that responsibility for emergency direct civilian relief now being 
exercised by the Unified Command. If, because of a cessation of hostilities 
and a consequent change in the military circumstances, UNKRA is called 
upon to assume such responsibility for emergency civilian relief during fiscal 
year 1954, a larger UNKRA program would be required. The categories of 
relief and rehabilitation in the 1953 and 1954 UNKRA programs are: 


7 
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Fiscal year Fiscal year 


1953 1954 
Food and agriculture $6, 000, 000 $12, 237, 000 
Industries 8, 150, 000 26, 202, 000 
Power 5, 100, 000 | 6, 931, 000 
Transportation and communications 6, 900, 000 14, 515, 000 
Natural resources 2, 000, 000 6, 750, 000 
Housing 3, 000, 000 5, 000, 000 
Education 8, 000, 000 | 5, 000, 000 
Health, sanitation, and welfare 2, 500, 000 3, 050, 000 
Sustaining commodity or stabilization imports 20, 000, 000 38, 000, 000 
Personnel for United Nations Civil Assistance Command (UNCACK).. 2, 400, 000 | 2, 000, 000 
Support to voluntary agency programs s 600, 000 2, 000, 000 
Technical assistance projects de 350, 000 1, 065, 000 
Rural services oa ini 1, 000, 000 
Operational personnel and establishment 2, 500, 000 4, 500, 000 
Administrative costs 2, 500, 000 1, 750, 000 


Total : ad 70, 000,000 | 130, 000, 000 


COORDINATION OF ECONOMIC ASSISTANCE TO KOREA 


A coordinating committee composed of representatives of the Republic of Korea, 
the Unified Command, and UNKRA functions in Korea for the purpose of coordi 
nating the respective parts of the overall economic-assistance efforts in Korea to 
be fulfilled by each of the three entities. 

In addition, UNKRA has employed and loaned to the United Nations Civil 
Assistance Command 140 persons who have professional or special training for 
the civil-assistance work, as well as 18 general-service personnel. This plan is 
designed to continue during the period while the United Nations Command has 
primary responsibility for emergency civilian relief. In this way, UNKRA is 
able to give immediate assistance in emergency civilian relief work as well as 
to insure an efficient and swift changeover when the full responsibility for such 
work may be assumed by UNKRA. This staff is engaged in the distribution of 
relief supplies, the prevention of epidemics, related health and welfare activities, 
educational activities, and coordinated planning of longer range rehabilitation 
projects. 


UNITED STATES PARTICIPATION IN UNKRA POLICY DETERMINATION 


The Secretary-General of the United Nations, after seeking the advice of the 
UNKRA Advisory Committee, has appointed Lt. Gen. John B. Coulter, USA., 
retired, to take office as Agent General of UNKRA on May 16, 1953. General 
Coulter has served as the Chief, Washington Office, UNKRA, for the past year. 
The UNKRA Advisory Committee meets frequently to advise the Agent General 
on major financial, procurement, distribution, and other economic problems per- 
taining to the planning and operations of UNKRA. The United States is a mem 
ber of the Advisory Committee. The other members are United Kingdom, Canada, 
India, and Uruguay. 


CONTRIBUTIONS BY GOVERNMENTS TO UNKRA 


Thirty-one governments (including the United States) have pledged or con 
tributed a total of $206.5 million to UNKRA. Of this amount, $50 million has 
been paid in cash and $1.7 million in value in kind has been delivered through 
UNKRA to the emergency program of the unified command. 


ADDITIONAL GOVERNMENT CONTRIBUTIONS TO KOREAN RELIEF 


Twenty-seven governments (excluding the United States) have contributed 
$11.7 million in value in kind directly to the emergency relief program of the 
unified command. This program was instituted prior to the establishment of 
UNKRA. The United States has, through the unified command, committed, obli 
gated, or disbursed in excess of $300 million for emergency direct civilian relief 
in Korea. 
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CONTRIBUTIONS BY NONGOVERNMENTAL ORGANIZATIONS TO KOREAN RELIEF 





Millions 

Nongovernmental organizations in general__._.__.______-__-__________ $16. 5 
Specialized agencies of the United Nations_._....._-..-_-------.....-.--. 1.8 
ORIN: El eG INE MITTIN cn cis ov sncnbsictinnntariondisiiininite latins ounisepaaaiieece tathedstinoementamaacen sine 9 
Ta UN Mat citesde ten, tice ncnetenianer chosen deena ae oe a Lt Be 


The CHatrMan. Do you have any questions? How about you, Mr. 
Wood? 

Mr. Woop. Are you ready for the next one? 

The CrarMan, Yes. 

Mr. Woop. We come next to the Intergovernmental Committee for 
European Migrants. I shall ask Mr. George Warren, of the State 
Department, to lay the basis of this request before you. 

We are requesting in this bill an authorization for an appropriation 
of $10 million for fiscal year 1954, or is it the calendar year ? 

Mr. Warren. Calendar year 1954. 

The CHamman. What title? 

Mr. Woop. It is chapter 5, and also title 5. It is the Intergovern- 
mental Committee for European Migration. 

It shows on the table, the set of tables, which have been laid before 
you. 

The CuarrMan. You mean the movement of migrants, don’t you? 

Mr. Woop. Movement of migrants; that is it. 

The CuHatrman, All right. 


STATEMENT OF GEORGE WARREN, DEPARTMENT OF STATE 


Mr. Warren. Mr. Chairman, for brevity I can present a written 
statement for the record, and supplement it by a brief verbal statement. 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRANTS 


This is the third authorization of this character. The committee 
which is composed of 22 governments now was established at the 
initiative of the United States; it was the result of earlier legislative 
action notably in the Displaced Persons Act of 1948, as amended, the 
ECA Act of 1948, as amended, and the 1951 and 1952 MSA Act. 

The committee is attempting to reduce the problem of overpopula- 
tion and refugees in certain countries of Europe, notably Germany, 
Austria, the Netherlands, Italy, and Greece. 

It is assumed, as the result of various studies, that there are approxi- 
mately 314 million plus people in these European countries who cannot 
be absorbed in useful employment no matter how we may imagine 
that the levels of economic activity in those countries may rise as a 
result of defense and other growing economic programs. 

We assume further that the immediate objective should be to en- 
deavor to facilitate the movement out of Europe of approximately 
700,000 persons annually over the next 5 to 7 years. 

At the present time about 350,000 are moving out of Europe, both 
migrants and refugees, either on their own steam or as a result of 
unilateral or bilateral action of emigration and immigration govern- 
ments. 
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The committee was organized in December 1951 and has been in 
operation during the calendar year 1952. During 1952 it moved 
77,626 migrants out of Europe who would not otherwise have been 
moved, 


COST OF MOVING THE MIGRANTS 


The Cuatrman. How much did they spend in moving 76,000 mi- 
rants ? 

Mr. Warren. A total of $28,993,976, out of which approximately 
$4 million were carried over on the Ist of January for 1953 opera- 
tions. 

The Cuarrman. How much does that mean per individual? 

Mr. Warren. Roughly it means, if you take an average, in the 
movement to Australia, to Latin America, to the United States, and 

Canada, you spend roughly about $225 per person. A good part of 
this movement is reimbursed to the committee by the governments 
that receive them. 

The Cuarrman. How many did you move, you say? 

Mr. Warren. Roughly—I have not done that computation re- 
cently, but I think it works out to roughly $225 per person for ocean 
transportation. This does not include $75 per person for internal 
movement and related costs. 

The CuarrmMan. Seventy thousand ? 

Mr. Warren. Seventy-seven thousand six hundred and twenty-six. 

There was a net expenditure of about $24 million. 

The committee has a budget, a progr: 2m movement for 1953 of 
about 120,000 with a budget, an overall budget, of $36,755,475. 

Our authorization and appropriation toward that is $9,240,000. 
This request is for $10 million for the calendar year 1954, in which 
it is hoped we can move 140,000 at an overall budget of $40,400,000. 

The Cuarman. Do I understand correctly that now you have got 
that broken down on an exhibit showing the number for each coun- 
try? 

Mr. Warren. The number from each country and the number to 
each country. 

The Cuarrman. All right. 

Mr. Warren. That is broken down in a chart which I can supply 
the committee. 

The Cuarrman. All right; that will tell the story. 


ao 
So) 
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SUMMARY OF MOVEMENT OF MIGRANTS 


TABLE 1.—J/ ntergovernmental Committee for European Migrants 


Number of migrants 


Actual, calendar 


year 1952, Feb Estimate, calen- | Estimate, calen- 





1-Deec. 31 dar year 1953 | dar year 1954 
From | 

Austria 11, 012 13, 000 15, 200 
Germany 38, 276 42, 800 50, 000 
Greece be 5, 000 5, 700 
Italy and Trieste 2 12, 27 44, 700 53, 000 
Netherlands . 10, 9, 700 10, 400 
Others . 5, 51 4, 800 5, 800 

Total 77, 626 “120, 000 140, 000 

} 
To | 

Australia 15, 486 26, 600 31, 200 
New Zealand ‘ 397 a Se eas 
Canada &, 853 18, 700 23, 200 
Argentina 20, 000 | 28, 000 
Brazil___. 9, 797 23, 000 | 23, 500 
Other Latin America | 2, 812 16, 000 | 17, 000 
United States__. 1 38, 102 12, 500 | 12, 500 
Others 2,179 3, 200 | 4, 600 

Total | 77, 626 | 120, 000 140, 000 


1 Represents ethnic Germans and displaced persons from Germany and Austria entering the United 
States under the Displaced Persons Act of 1948, as amended. 


TABLE 2.—Comparative budget estimates, Intergovernmental Committee for 
European Migrants 


| Actual calen- Estimate cal- Estimate cal- 





dar year endar year endar year 
1952 1953 1954 | 
. SIO... «. nindcaquiihscinnbinbouienn $2, 359, 060 $2, 147, 000 $2, 400, 000 
2. Operations........ aia el | 26, 574, 916 34, 608, 475 38, 000, 000 
PE ..nosanecdeusnepian pete niiilacentedintednnn aenaieailiieln | 28, 993, 97 6 36, 755, 475 40, 400, 000 


‘ Department’s estimates not yet acted upon by the committee 


REIMBURSEMENTS TO INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN 
MIGRATION 


Mr. Warren. I was explaining a moment ago that certain percent- 
ages, 40 to 50 percent of the movement are reimbursed to the commit- 
tee by the country to which they go or from which they come. For 
instance, Canada reimburses the committee, in addition to its contri- 
butions to administrative expenditures, for all the movement to 
Canada. 

Italy makes a contribution of $60 a head toward the ocean costs, 
if anyone leaves Italy. 

Germany does the same; Trieste does the same, so that our United 
States funds go into paying the deficit in that movement cost, which 
is not supplied by the interested government. 

The movement in 1952 was a bit disappointing because there was 
a slowdown to Canada and Australia. But. both movements now are 
very hopeful for the balance of 1953 and 1954, and we confidently 
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expect that movement to the Latin American countries will increase 
in 1954. 

I think that covers the general statement, Mr. Chairman, unless 
you have any questions about it. 
* The Cuarrman. No questions. 

(The prepared statement of Mr. Warren follows:) 


INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION 


Authorization is requested for $10 million for the United States contribution 
to the Intergovernmental Committee for European Migration (ICEM in calendar 
year 1954. This request provides only for continuing the contribution in the 
same amount as originally established, even though the program of the commit- 
tee now shows a considerable increase in the number of migrants expected to 
be moved (table 1). 

The considerations that led to the United States taking the initiative to estab- 
lish the committee at Brussels in late 1951 are even more valid today. Since 
World War II United States foreign policy has been directed toward the estab 
lishment of stable political and economic conditions in Western Europe along 
with the development of military strength sufficient to meet the threat posed by 
the Soviet bloc. The inherent relationship of the gravity of the problem of 
excess population and the influx of refugees to the attainment of this goal was 
early recognized by the United States Government, including the Congress, and 
by the other governments of the free world. In May 1950, at a meeting of the 
Allied Powers, France, the United Kingdom, and the United States agreed that 
this problem is one of the most important elements in the difficulties and dis- 
equilibrium of Western Europe, requiring intergovernmental action to resolve. 

The Slst Congress in 1950 adopted related legislative provisions which in 
effect constituted a mandate for action by this Government, according to the 
expressed opinion of the members of the House and Senate Committees on the 
Judiciary, which sponsored the legislation. Section 16 of Public Law 555 
authorized the Government to participate in a conference of interested nations to 
develop ways of alleviating the problem of excess populations in Germany and 
Austria, and section 115 (e) of the ECA Act of 1948, as amended, directed the 
ECA Administrator to encourage emigration from participating countries having 
surplus manpower to areas where such manpower could be effectively utilized. 

From studies made by the Department, by international agencies, and by 
various congressional committees, it has been generally assessed that (@) over 
population to the extent of 3,500,000 to 5,000,000 people will continue to be a 
grave economic and political problem in Europe, presenting the necessity of 
moving 700,000 migrants annually for the next several years, and (b) to increase 
the annual movement now estimated at 350,000, an intergovernmental organiza- 
tion is required to exploit the growing demand outside of Europe for manpower 
and to facilitate such movements of migrants as would not otherwise take place. 

Acting upon the above consideration, the United States Government took the 
iniiiative in convening a conference of 27 governments at Brussels in November 
1951, as a result of which 16 of these governments formally established the 
Provisional Committee for the Movement of Migrants from Europe. Since that 
time one government (Turkey) has failed to adhere to the Committee and eight 
other governments have become members, of which one (Bolivia) by reason of a 
recent change in its government is currently in an indefinite status. Additional 
governments have indicated interest in becoming members, including New 
Zealand, Spain, Peru, and other Latin American countries. The 22 firm govern- 
ment members include 12 Western European and 6 Latin American states, and 
Austraiia, Canada, Israel, and the United States. This increase in government 
members participating actively in the program of the Committee exemplifies the 
growing interest and concern of the free governments in resolving this problem. 

A further indication of this growing concern was manifested by action pro- 
posed and supported by a large majority of government members at the last 
session of the Committee in October 1952 to establish the Committee on a more 
permanent basis and to broaden its activities. To those ends, two resolutions 
were adopted. The first instructed the Director of ICEM to draw up a draft 
constitution to be presented to member governments for consideration during 
future sessions of the Committee. The second requested the Director to en- 
courage the preparation of settlement plans of member governments wishing to 
increase the number of migrants to be received, to participate in the drafting of 
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such plans and to further the completion of such plans as the governments con- 
cerned may be prepared to adopt. One of the purposes of this second resolution 
is to determine the best means of developing and applying available international 
financial and other resources to increase the movement of migrants through land 
settlement projects, and the methods in which the member governments can help 
the Committee in these efforts. 

The problems stemming from excess population and the influx of refugees from 
Soviet domination have grave economic and political significance. They are of 
deep concern not only to member governments of the Migration Committee but 
to the member governments of NATO and the Council of Europe, and to other 
governments of the western world. The leadership of the United States in pro- 
moting intergovernmental action to alleviate these problems has been warmly 
welcomed and widely supported by these organizations and governments. 

The efforts of the United States during the first year of the Committee’s opera- 
tion to secure a wider participation in the Committee by other governments and 
adequate financial contributions from such governments have been quite suc- 
cessful. Except in the instance of small contributions on the part of two govern- 
ments, Bolivia and Paraguay, the assessments of all government members for 
1952 have been paid in full. Though political and economic difficulties of a 
temporary nature in certain immigration countries, particularly Canada and 
Australia, developed to reduce the expected number of migrants moved during 
its first year, the Committee did make an encouraging start. This accomplish- 
ment should increase and gain momentum substantially during 1953 and 1954. 
If the Committee is to meet effectively this critical problem of excess population, 
it must expand its program during the next few years. To this end the full and 
energetic support of ICEM by the United States Government is essential. For 
these reasons it is requested that the United States be authorized to make a con- 
tribution to the Committee of $10 million in 1954. 

The attached tables show program accomplishments and budget to date and 
planned program and budget for calendar years 1953 and 1954. 


Basic Data 


UNITED STATES CONTRIBUTION TO THE INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN 
MIGRATION 


Since World War II, United States foreign policy has been directed toward 
the establishment of stable political and economic conditions in Western Europe 
along with the development of military strength sufficient to meet the ever- 
growing threat of communism. The direct relationship of the gravity of the 
problem of excess population and the influx of refugees to the attainment of this 
policy goal was early recognized by the United States Government and by the 
other governments of the free world. 

From various studies made by congressional committees, by other agencies 
of the United States Government, and by international agencies, it has been 
generally assessed that (a) excess population to the extent of 31% to 5 million 
people in Western Europe creates a grave political and economic problem, pre- 
senting the necessity for the movement of some 700,000 migrants annually during 
the next several years, and (b) to increase the normal annual movement esti- 
mated at approximately 350,000 an intergovernmental organization is required. 
Cognizant of this problem, the 8lst Congress in 1950 and the 82d Congress in 
1951 adopted legislation which in effect constituted a mandate for the partici- 
pation of the United States Government in intergovernmental arrangements to 
alleviate this problem. 

Acting upon the above consideration, the United States Government, in coopera- 
tion with the Belgian Government, took the initiative in convening a conference 
of 27 governments at Brussels in November 1951 as a result of which 16 of these 
governments formally established the Committee for the Movement of Migrants 
From Europe. As of April 1, 1953, there were 22 government members of the 
Committee, including 12 Western European, 6 Latin American, and Australia, 
Canada, Israel, and the United States. This increase in government members 
participating actively in the program of the Committee exemplifies the growing 
interest and concern of the free governments in resolving this problem. The 
considerations that led to the United States taking the initiative to establish 
the Committee at Brussels in December 1951 are even more valid at the present 
time. They are of deep concern not only to members governments of the Migra- 
tion Committee but to the member governments of NATO, the Council of Europe, 
and to other governments of the Western World. The leadership of the United 
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States in promoting intergovernmental action to alleviate these problems has 
been warmly welcomed and widely supported by these organizations and gov- 
ernments. 

The Congress in 1951 authorized and appropriated $10 million and in 1952 
$9,240,500 to encourage the movement of migrants from Europe to overseas 
areas desiring immigration. Wstablished in December 1951, the Intergovern- 
mental Committee for European Migration adopted a program for calendar year 
1952 calling for the movement of approximately 100,000 persons at a budget 
of $34 million and began moving migrants in February 1952. During the re- 
maining 11 months of the year, the Committee moved 77,600 migrants to over- 
seas countries. The program adopted for calendar year 1953 calls for the move- 
ment of 120,000 persons with an estimated budget of approximately $36 million. 

For calendar year 1954, the planned program calls for the movement of 140,000 
migrants and a budget of approximately $40,400,000. The United States con- 
tribution requested for 1954 is $10 million. 


THE ESCAPEE PROGRAM 


The Cuarrman. What is next? 

Mr. Woop. Mr. Chairman, we come now to the program called the 
escapee program. 

The Cuarrman. Is that part of the Kersten amendment? 

Mr. Woop. That is part of the Kersten amendment. 

I would like Mr. George Warren to testify briefly on it. 

I may say parenthetic ally I think Senator Mansfield is very well 
acquainted with this, having had something to do with dealing in 
the United Nations General . Assembly in Paris with it. 

Mr. George Warren, who has just testified on this Intergovern- 
mental Committee for European Migration, will describe to you the 
program which is designed to provide reception facilities, care and 
maintenance, and related assistance to refugees from countries be- 
hind the Iron Curtain. 

It is estimated that this program will involve a cost of $8 million. 

It is also estimated that $2.5 million of local currency funds will be 
required over and above dollar costs for this program. This is a 
continuation of our present type of program which involves, as I 
have just said, reception facilities, care and maintenance and other 
such assistance to refugees who come from behind the Iron Curtain. 

Mr. Warren, will you outline this request ? 

Mr. Warren. Yes. 

The Cuarran. The refugees come into countries where we have 
got counterpart, do they not? 

Mr. Woop. They come chiefly into Berlin and into Germany. 

Mr. Warren. Germany, Austria, Italy, Trieste, Greece, and 
Turkey. 
AMOUNTS OF COUNTERPART FUNDS 


The Cuarmrman. We have got counterpart in all of those countries, 
have we not? 

Mr. Woop. The counterpart is running pretty short in Germany, 
Senator Wiley, in view of support costs for Berlin which has to be 
met from that source. 

The CuHarman. How about the other countries? 

Mr. Woop. All the counterpart, Senator, is beginning to taper off 
as the economic aid or defense support made available is being very 
substantially reduced. That was pointed out to this committee in 
earlier hearings. 
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The Cuarrman. I think we should get the absolute fact on that, 
because we are interested in trying to get any kind of reduction where 
it could be legitimately made. 

Mr. Woop. I may say, Senator, that counterpart resources which 
are, or may become, available had been carefully considered before a 
determination was made to request this fund. There are, of course, 
many other important things for which counterpart is needed. We 
would be very glad to put into the record the information as to the 
availability or prospective availability of counterpart, and the uses 
to which it seems necessary to put it. 

The Cuatrman. I think you should have a pretty well documented 
statement to that effect, because that is one of the places where a good 
many people have really thought that we have been remiss because 
we were told some time ago that there were vast sums of counterpart. 

Mr. Woop. As I said earlier, we do have, and will put in the record, 
if you see fit, very complete reports on the amount of counterpart 
deposited, and the amount that has been released, and the purposes 
for which it has been released, pursuant to the congressional mandate 
in the law. We have used that part of counterpart, which is subject 
to joint control—— 

The Ciaran. I am not talking about that. 

Mr. Woop. For the promotion of recovery. Our own counterpart 
has been used, again pursuant to congressional mandate, for adminis- 
trative expenses, for the acquisition or the development of strategic 
materials production, and for the various other items which the 
legislation requires us to use it for. 

(The information referred to follows :) 





Estimates of availabilities and uses of 10-percent counterpart, fiscal year 1954" 


{In dollar equivalent] 


Estimated availabilities 





Estimated uses 


Agency 





Country Amount Purposes 


Mutual State (in- 
Security | Defense | cluding Total 
Agency TCA) 








Austria 11,056,210 Administration 14, 439, 000! 3, 237, 761) 4, 247, 360/21, 924, 121 

Belgium 500,030 Information 7, 200, 000 7, 200, 000 

Denmark 4, 462,360 Technical assistance opera- |11, 000, 000 11, 000, 000 
tions. 

France 34, 356,231 Basic materials 25, 000, 000 25, 000, 000 

Germany 8. 469,834 Battle Act (MDAC) 178, 000 90, 000 268, 000 

Greece 17, 705,699 Military training 4, 028, 600 4, 028, 600 

Iceland 1,093, 517, Administrative offshore pro- 73, 014 73,014 
curement 

Ireland 270, 246) Contribution, international 2,000,000} 819,000) 2, 819, 000 
bodies. 

Italy 15, 486, 362. Escapee program ? 2, 500, 000 2, 500, 000 

Netherlands 11, 572, 892 

Norway 2, 964, 332 

Philippines 1, 669, 400 

Portugal 112, 447 | 

Spain 3, 400, 000 

Turkey 5, 771, 215 

United Kingdom 22, O88, 030 

Yugoslavia 15, 796, 738 | 

Total. Sat) GEEE so cedencacskebadanenet 57, 817,000 9, 339, 375! 7, 656, 360 74, 812, 735 





| Includes only MSA countries where 5 or 10 percent of counterpart is specifically set aside for United States 
portion; excludes MSA Far East missions, where only amounts needed for administration are ma .¢ available 
to United States, MDAP contributed local currency and TCA countries. 


2 Use of 10-percent counterpart for escapee program, $1,955,304, fiscal year 1953. 
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ESCAPE PROGRAM, KERSTEN AMENDMENT 


Mr. Warren. Again, Mr. Chairman, I will put in a very brief state- 
ment for the record, and supplement it with a verbal statement. 

This is a statement which explains the inception of the program un- 
der the Kersten amendment. May I put it in? 

(The statement above referred to is as follows :) 


STATEMENT SUBMITTED BY Mr. GeorGE WARREN, REGARDING THE ESCAPEE PROGRAM 


SECTION 101 (A) (1) MSA 195!, ESCAPEES 


The escapee program had its inception under the authority of the Kersten 
amendment (sec. 101 (a) (1)) of the Mutual Security Act of 1951. On March 
29, 1952, the President approved the use of funds for this plan which provided 
for supplemental care and assistance in resettlement for certain escapees from 
behind the Iron Curtain who had been granted asylum in Western Europe and 
this decision was communicated to the chairmen of the appropriate committees 
of the Congress. The Office of the Director for Mutual Security authorized a 
total of $4.3 million in appropriated dollars and approximately $2 million in 
local currency for this purpose. This authorization has since been reduced by 
$700,000 to comply with the President’s economy program as outlined in the 
Budget Bureau letter of February 3, 1953. 

In approximately 1 year of operation, the program has achieved substantial 
results at a minimum cost to the Government. Activities are being carried on 
n each of the major countries of first asylum benefiting an estimated 14,000 
escapees. Improved facilities of initial reception have been provided and camps 
and living conditions are being improved. Food and clothing are being furnisned 
to supplement that provided by the local governments and by voluntary agen- 
cies. Medical and dental services are available to improve the health of escapees 
and to remove disabilities which prevent resettlement. Miscellaneous small 
amenities are provided to raise the morale of the escapees who have fled from 
demoralizing conditions and who face an uncertain future. 

Major attention is devoted to assisting escapees to resettle in countries where 
they can achieve self-dependence and live under normal conditions in a free 
society. To this end vocational and language training programs are undertaken 
to qualify the escapees for resettlement and counseling and visa documentation 
programs are provided to further process escapees for resettlement. All escapees 
are screened from a security standpoint in cooperation with other United States 
agencies to assure that all persons given assistance are bona fide anti-Commu- 
nists and are otherwise worthy of United States help. Any person who does 
not successfully pass the security screening is declared ineligible for aid under 
the program. The program also contributes a part of the cost of moving escapees 
to their countries of resettlement. As a result of these efforts, at the end of April 
1953, over 4,000 persons had been resettled or were awaiting transportation. 
United States assistance in these activities is essential, because, although the 
local governments spend large amounts in bearing the major cost of caring for 
escapees the governments have not been able to provide the level of assistance 
necessary to meet the political and psychological problems involved. United 
States participation has also been greatly supplemented by the efforts of the 
several American and international voluntary agencies which carry out most 
of the United States program through contractual arrangements and which 
already have large staffs devoted to refugee and escapee assistance. Thus, with 
relatively small United States Government staffs, the program has directly 
brought about a marked improvement in the conditions of asylum and opportuni- 
ties for resettlement offered escapees and has also stimulated increased con- 
tributions to the welfare of this group by local government authorities and by 
the voluntary agencies. 

These benefits to those who have escaped do not and are not designed to en- 
courage additional persons to flee from behind the Lron Curtain. However, the 
escapee program does give positive evidence of the announced friendship and con- 
cern of the United States for the people of Communist-dominated countries 
and offsets Soviet propaganda efforts to the contrary. 

The escapee program proposes for fiscal year 1954: (1) To expand the present 
European program; (2) to initiate limited programs in the Near and Far East 
to meet needs not now being met. The total obligational authority required is 
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$10,500,000, which includes local currency requirements and program direction 
costs. Of this total $2,500,000 worth of local currencies can be utilized. 


CONTINUATION OF PRESENT PROGRAM 


Continuation of the present program in Europe is essential to maintain and 
enlarge the progress which has been made. It is planned to continue the same 
general type of operation now being carried on, but to expand somewhat eligi- 
bility under the program. At present eligibility is granted to recently arrived 
nationals of Russia, the Baltic States, Poland, Albania, Czechoslovakia, Hun- 
gary, Roumania, and Bulgaria; but is withheld from certain groups such as 
the Greek ethnic escapees from Roumania. In fiscal year 1954 it is proposed to 
expand this eligibility to certain other groups whom it would be in the national 
interest to assist. 


ACTIVITIES IN THE NEAR AND FAR EAST 


It is proposed to extend the activities of the escapee program on a limited basis 
to assist anti-Communist escapees from Soviet Central Asia and Mainland China. 
During a period when substantial sums bere being applied to the care and re- 
settlement of refugees in Europe, little attention has been given to similar prob- 
lems of displaced populations in the Far East. This neglect is equally true in 
the case of escapees from communism. In recognition of the vast proportions 
of the problem in these areas, and consistent with the agreed purposes of the 
escapee program, it is planned to limit assistance to groups or individuals where 
such assistance will facilitate the achievement of United States objectives. Two 
modest projects have been initiated in this area in the current fiscal year under 
the authority of section 303 (a) of the Mutual Defense Assistance Act of 1949, as 
amended. It is proposed to undertake a larger program in 1954, which however 
will be only a token effort in terms of the vast size of the total problem in the 
Far East. 

The cost of this program to the United States is relatively small when related 
to the importance of the foreign policy issues involved. The escapee program 
is fundamental to such basic United States objectives in Europe as the promo- 
tion of the overall defense and stability of free Europe and the securing for the 
free world the friendship of the enslaved populations behind the Iron Curtain. 
These objectives are a distinct and recognized threat to the Soviet efforts to 
bring about conditions in the free European countries conducive to political ten- 
sion and disintegration and to shut off the captive populations from all knowl- 
edge of or friendship with the free world. The success of the escapee program 
in furthering the United States objectives is demonstrated by the persistent ef- 
forts of the Soviet and satellite powers to discredit the program. 


NUMBERS OF PEOPLE INVOLVED IN ESCAPEE PROGRAM 


Mr. Warren. During 1952, and up to this date in 1953, we have 
actually provided better facilities of reception, supplementary care 
and maintenance, and transportation overseas for a total of 19,000 
persons. Four thousand have actually been assisted to be resettled 
abroad out of Europe, and 15,000 remain. 

We expect the registrations which are continuing, and with the 
expansions in coverage, we expect that during 1953 we will probably 
deal with a total of 32,000 persons. They are coming in now at the 
rate of about 400 a month, and we hope to get them out at the rate 
of a thousand a month, so that we will deal with an average popula- 
tion on the spot of approximately 28,000 during the year. 

The CuHarrman. Do you refer to those people as refugees? 

Mr. Warren. These are the so-called new refugees, those who have 
escaped from the Iron Curtain countries since the 1st of January 
1948, and excluding the German refugees now who are coming into 
Berlin. 

The Cuamrman. Does it exclude those now coming into Berlin? 
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Mr. Warren. It excludes the Germans, yes. This does not cover 
the German refugees. 

The Cuarrman. Yes. They are arriving in large numbers again, 
aren’t they ? 

Mr. Warren. They are coming in at the rate of a thousand or 
1,200 a day now, and they are assisted by the regular MSA economic 
program. 


MONEY INVOLVED IN ESCAPEE PROGRAM 


During the past year, of the $6 million that were available, we re- 
linquished $700,000 as a contribution toward the economy program 
for this year, and we allocated $300,000 as a temporary emergency 
measure to the German refugees, so that there have been about $5 
million that have been allocated for the non-German refugees that 
are entering Germany, Austria, Italy, Trieste, Greece, and Turkey 
and we expect the flow to continue at about what it is at the present 
rate, about 400 a month. 

We expect to get out about a thousand a month, with an average 
net population under care and maintenance, supplementary assist- 
ance, of about 28,000 during this coming year. 

We feel that the program has made a very strong impact on the 
problem. The refugees that are coming out feel much more con- 
fident and secure in their future. The program has unquestionably 
irritated the Soviet Government, which is attacking it constantly, as 
it did recently in the United Nations General Assembly, where we 
were able to answer them pretty completely on the basis of what we 
are actually doing. 

Unless you have any questions, Mr. Chairman, I think that is all. 


RELATION BETWEEN ESCAPEE PROGRAM AND MIGRATION COMMITTEE 


The Cuarrman. Are these classified as refugees ? 

Mr. Warren. Well, they are better known, Mr. Chairman, as 
escapees. 

The Cuamman. Escapees. 

Once they are housed pursuant to this program, then they come in 
under this other program where they have a chance to be migrants? 

Mr. Warren. Yes, sir. 

The Cuamman. Have they any preferential position ? 

Mr. Warren. Well, the escapee program has to work with the 
Migration Committee to give them at least a fair opportunity out of 
all the migration opportunities that are before the Migration Com- 
mittee. That means constantly urging the refugees on the countries 
that are receiving them so that they “will be included in their fair 
share among those that do get visas to move out of Europe. 

The Cuarrman. Do I understand correctly that all of these so-called 
escapees are thoroughly interviewed ? 

Mr. Warren. Thoroughly screened and examined by all the United 
States screening, security, and intelligence agencies before we touch 
them at all. We are working in very close cooperation with all the 
security agencies of our own Government, and alia the security agen- 
cies of the governments of the countries of asylum; there is constant 
screening going on. 
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The Cuarrman. This escapee program is a United States program 
for which you are requesting money. No contribution of this goes to 
the U. N., does it? 

Mr. Warren. No, this is a direct unilateral program operated by 
the United States directly with the cooperation of voluntary agencies. 

The Cuarrman. Thank you, sir. 


OCEAN FREIGHT ON RELIEF PACKAGES OF VOLUNTARY AGENCIES 


Mr. Woop. Mr. Chairman, unless there are questions on that, we 
have only one small item remaining. 

The Crarrmman. All right, what is your final item ? 

Mr. Woop. The final item is a small amount for the payment of 
ocean freight on relief packages sent by voluntary agencies to the 

various countries in which we have programs. That ‘amount is $1,825,- 
000. The estimate is that that amount will be required pursuant to 
a provision in the law that the mutual security program is to pay for 
ocean freight on relief packages sent by voluntary agencies. 

I have a very brief statement here, sir, which I should be very glad 
to put into the record, with a statement of what has been done and 
what is proposed to be done with this money in the following year. 
The statement is 114 pages. 

The CratrMan. ‘All right; it will be filed. 

(The document above referred to is as follows :) 


PREPARED STATEMENT REGARDING OCEAN FREIGHT ON RELIEF PACKAGES OF 
VOLUNTARY AGENCIES 


SECTION 504 OCEAN FREIGHT, THE MUTUAL SECURITY PROGRAM FOR THE FISCAL 
YEAR 1954 


American voluntary help to the war distressed overseas is worldwide. It 
maintains the tradition established during and following World War I when 
friends and enemies alike were fed and clothed. 

While the mainspring of this relief is the great volume of contributions from 
millions of our citizens it is made possible in productive application by the 
assistance of our Goverhment, the governments of the participating countries, 
and their citizens, 

Thus, Congress for some years has recognized the complementary value of 
voluntary relief to governmental programs of general assistance. yeneral 
assistance provides the basie necessities through rationing or otherwise, a task 
that only governments can finance and undertake. Voluntary help, through the 
provision of high-protein foods such as dried milk and eggs, as well as used 
clothing, reaches the vulnerable groups—children, mothers, invalids, and others— 
in need of supplementary aid. 

Moreover, it may be noted that such voluntary help carries the identity of 
American humanitarianism in ways not possible through the impersonal chan- 
nels of governmental programs . The voluntary agencies are represented on the 
ground by American citizens, These agencies are registered with the Advisory 
Committee on Voluntary Aid of the Department of State and are required to 
submit periodic reports of their operations, income and outgo, as the measures 
of their responsibility. The agencies operating in Marshall plan countries, by 
agreement with the governments of the participating countries which reecive 
grants in aid, may be reimbursed by authority of section 535 of the Mutual 
Security Act for the cost of ocean freight on supplies in support of programs 
approved by the Advisory Committee on Voluntary Aid and where the beneficiary 
governments enter the supplies duty free and provide interior transport. 

Table I gives for the past 5 years, that is to March 81, 1953, the relative volume, 
value, and cost of freight of the supplies shipped by the voluntary agencies to 
various countries over various times and the relative contribution and cost to the 
agencies and to the Government. 





| 








1953 


OF 


CURITY ACT 


SE 


MUTUAL 















“suoTit ISB O} puly U 


10p ysvo WO’ peseyoind 10 sé 





L9JUO,) 
BBP AM O[OYIVO [VUOeN ‘sadjAdog Joy[oYy IBAA PUL ‘BoTJEUTY Jo puny Joey uRTUBNYI] 
P2AlU [88}{UIWIOD X]Aleg UBLINIYULY ‘UOMesepeg UsIpPTIGO oy) GABg ‘AULTY UOTIRAlRS 
1OLJVPUNO WV IVAN ‘seg TWIMIOD [BIjUe_D 3} UUdIY Joye plo Weseyyn’y] ‘904 
Y [VUO}PVUIAJUT -UOTIBPOOSSY Jolley IBAA Yooiey) “UdIP|[IYO IBAA OJ UBL |S 
-WTALIG PLO MNYOD -AUVO :uolelepegy LUO ny ‘Ausuli 





IWAOL) “SS i 
@STMJ9UI0O 10 § 
Ajnp JeyUue sate ‘ 
[QRITBAB ape Yiu snydins 
1eUulT} ECG] IBOA [BO 
soyajunoo Arey 





1yuToOO 


uns 












































19 JO Sy.10d 0} S31 L’ Jo oBel0at AOL MY ‘seIUIUIOD UOTINGLUSIG, UOs YSLMes UVoLJeuly ‘ee ;UTMIODg 
S110d 89s § IAT AO 9 Weury ‘UaipliyO UBljsny JO Spuellg UBoTIeUTY ‘jorfey isdeg ur 
z Ajayeullxo1ddy pry ual 4A AsequnjoOA UO aeqj;UIMIOD AJOS|APY 042 YITM pole4s|sol sopouese 
Ajareurrxoidd y » “(OJ Y Ipuy pu SOULIO ‘BIABSOZN A ‘UlOpsUIy p 
»qOY [Rang OF * -J9YION “Apei] ‘voo014) ‘AUBULIOF) ‘O0UBLY ‘BINOg Ulext’]-Wn seg ‘eyIsN Vy 04 seuT} SNOT 





















uN sejouese | sjonpoid Aijep snyding ¢ ye peddiys sjoo} [jews ‘yueurdynbe peydsoy ‘seujorpeur ‘“Zuryjopo * y Apseu 
. , i 

| SI s 6 Spuny javdseqyuno0g ? . “-"sersjunoo Aimjoyousg ('9) 

ro | +9 go bZ9° LOB L ar ~, 881819 poqUy ‘uBReDD (g) 

oF | 9t ot ‘ ; a “9 ArejpuNpoa ‘d] oe (D) 
| 082 ‘ORs eI$ OS ar ae soyddns uo pred yyse1g “¢ 

‘ ~~" P88" FL6 SES : ¢ UOTNGLIUO seynig pewUug (4g) 

0OT OSZ ORS "ET$ LOE" TLE‘0Z$ ~~““99T*SZ0*SOT$ ; » UOIINGLIWUOD AlwjUNTOA (PD) 
Oo 082089 "EI$ Ise" LIZ‘ 12g ~~~"900°000 SETS ~--gortddns jo env, ‘Z 

ae 0€ Spunod KE9"SEL*6ZI ; ““, WOMINGLAUOS sayeig pewUg (4g) 

OOT ~~“-spunod 192‘900‘9F | 96 OL spunod 1[¢2‘1¢7z‘0ze ; er, ~""""¢ UOTNGIyWUOS AImjUNTOA (D) 
OOr “--“spunod 192‘900'9F | A spunod 68¢‘286'6hb |--"-""-- ee ee ae : ~""; sorddns Jo py 3}aM [BIO], “T 

qu9049g qua019ag | quaosay 


(TE "IBJ) ES6I IVE [OST | | (E961 YOIVJAL) ES-8FGI SIBOA [LOSTA 





1961 fo PY VSW £0 GS¢g ‘20g pun : 
8761 fo PY VOU £0 (9) LIT “90g fo susa} sapun saisjunod 07 sartauabp pasazsibas fig paddrys sayddns fo 33800 yybrasf puv ‘anjzoa ‘awnjo 4 —"| ATA, 


ad 


to 





im 


ve 
of 
1e 
0 
r 
d 

d 


566 MUTUAL SECURITY ACT OF 195: 


The estimates for the fiscal year 1954 are much less than one-half of the 
expenditures of 5 years ago. The estimates include the continued support of 
programs in Western Europe, the greater part for refugee welfare, and for 
expansion to the countries in the Middle East dependent upon agreements with 
the participating governments providing duty-free entry and interior transport 
of supplies. Such agreements are intended to supplement point 4 programs. 


Taste 2.—Fiscal year 1954 budget estimates and program—Ocean freight volun- 
tary relicf supplies under terms of sec. 117 (c) of ECA Act of 1948 and sec. 


535 of Mutual Security Act of 1951 


Actual, Appropria- Estimates 
fiscal year tion, fiscal fiseal year 
1952 year 1953 1954 


Voluntary agencies 1 $1, 609,400 | 1 $1,386,000 | 3 $1,825, 000 
Post Office Department | 1, 356, 815 2 885, 000 


1 Reduction not primarily in changes in voluntary agency programs but due to reduction in authorization 
ceiling for fiscal year 1953. 

? Parcel-post subsidies terminated to all countries Mar. 31, 1953, a saving of $316,500 for the fiscal year. 
Parcel-post subsidies cost 4.4 cents a pound compared to 1.75 cents for voluntary bulk shipments 

§ 19 agencies will participate—American Friends Service Committee, American Jewish Joint Distribution 
Committee, American ORT Federation, American Middle East Relief, Brethren Service Committee 
CARE, Ine., Church World Service, Congregational Christian Service Committee, Foster Parents’ Plan 
for War Children, Greek War Relief Association, Hadassah, International Rescue Committee, Lutheran 
World Relief, Mennonite Central Committee, Near East Foundation, Save the Children Federation, 
Unitarian Service Committee, United Lithuanian Relief Fund of America, War Relief Services, National 
Catholic Welfare Conference. 


2, 271, 000 1, 825, 000 


Total | 2, 966, 215 


Section 117 (c) of the ECA Act of 1948 applies only to shipments to “partici- 
pating countries under the Economic Cooperation Act.” Section 585 of the 
Mutual Security Act of 1951 authorized extension to countries eligible for eco- 
nomie and technical assistance. In addition to Western Europe this permits 
extension to India, Pakistan, Isarel, and the Arab States to supplement point 4 
programs. This extension and the availability of 90 million pounds of dried 
milk by the Department of Agriculture accounts for the increase of $439,000 over 
fiscal year 1953. But the cost may be less than the authorization in view of 
shift from Western Europe to the East and dependence upon eastern countries 
like the West to provide free customs entry and defrayment of interior transpor- 
tation costs; and, too, the adequateness of the voluntary agencies’ budgets to 
carry the domestic freight charges in view of the speculative nature of the 
public’s contributions. 

Shipments to Korea do not fall within the provisions of the Mutual Security 
Program. However the programs of the voluntary agencies are for obvious 
reasons assuming such proportions that it is desirable to invite attention to 
the present situation. The agencies must bear the expenses of the collections 
from source to United States dockside. An exception is in the case of country- 
wide campaigns for used clothing and other relief articles of general use where 
the domestic expense is borne by allocations from the community chests through 
the United Defense Fund. From dockside the Army takes title and transports 
any supplies which are for general distribution through the UNCACK pipeline. 
Where the voluntary supplies are in support of designated institutions or projects 
in Korea the agencies must bear the ocean freight costs as well. In the case 
of special projects which are a direct part of UNCACK or UNKRA programs 
the ocean freight may be paid. The voluntary agencies can expand their pro- 
grams to meet the increasing social necessities in Korea if they can enjoy the 
same financial assistance with respect to transportation costs that they now 
enjoy under the Mutual Security Program. 
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TaBLe 3.—Advisory Committee on Voluntary Foreign Aid, Department of State— 


Cumulative summary of commodities offered for general distribution in Korea 
through UNCACK by United States nongovernmental agencies (September 
1950 through April 1953) 


Pounds Dollar value 


od 
American Relief for Korea 
CARF, Ine 
Church World Service 
War Relief Services, NCWC 
Other (including undesignated donors) 


7, 951 
(95 
, 897 


239 


Total 


Wearing apparel and household goods: ! 
American Friends Service Committee 
American Relief for Korea? 

CARE, Ine 

Church World Service 

Lutheran World Relief 

Oriental Missionary Socicty 

Save the Children Federation 
Seventh-Day Adventists 

War Relief Services, NCWC 

Other (including undesignated donors) 


Total 


Medieal, hospital, surcical, sanitary equipment, and supplies: ? 
American Friends Service Committee 
American Relief for Korea 
CARE, Ine 
Church World Service 
Lutheran World Relief 
War Relief Services, NCWC 
Other (Including undesignated donors) 


Total 


Agricultural rehabilitation 
Brethern Service Commission: Heifer project (210,000 hatching eggs, 
goats, 300 pigs) 


Total 


Educational-vocational supplies and equipment: * 
Committee for A Free Asia 
Save the Children Federation 
Other (Including undesignated donors) 


Total 


Miscellaneous children’s supplies: 
American Relief for Korea 
Save the Children Federation 
Other (including undesignated donors) 


Total 


Grand total 


1 Includes shoes, new and used clothing, blankets, and bedding 
? Totals shown for ARK include donations from its member agencies 45 follows through March 31, 1953: 


Pounds Dollar value 


American Friends Service Committee 727 $578, 814 
Church World Service 219, 683 207, 600 
Lutheran World Relief 204, 858 294, 182 
Mennonite Central Committee 69, 297 58. 495 
Save the Children Federation. . bs 902, 503 891, 252 
War Relief Services, NCWC 771 1, 299, 680 


Total ‘ ea 839 3, 330, 113 


These amounts are in addition to the totals shown in the summary for each of the 


* Includes bandages, medicines, and soap 
* Includes newsprint, school kits, and tents. 
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TasLe 4.—Advisory Committee on Voluntary Foreign Aid, Department of State- 
Cumulative summary of relief shipments made by American voluntary agen 
cies to designated consignees in Korea (SOP 16) (November 1952 throug! 
March 1953) 


Pounds Dollar valu 


Food 
Assemblies of God 
CARE, Ine 
Church World Service 
Methodist Mission 
Presbyterian Mission 12, 208 
Seventh-Day Adventist Mission 103, 197 
Unitarian Service Committee 248, 640 
Voice of China and Asia 18, 995 
War Relief Services, NCWC 203, 683 


Total 1, 521, 878 


Wearing apparel and household goods 

Assemblies of God 3, 853 
CARE, Inc 1, 613 
Church World Service 488, 185 
Methodist Mission 201, 
Seventh-Day Adventist Mission 117 
Voice of China and Asia 

War Relief Services, NCWC 


Total 


Medical, hospital, surgical, sanitary equipment and supplies: 
Church World Service . 
Methodist Mission 
Presbyterian Mission 
Seventh-Day Adventist Mission 
War Relief Services, NCWC 


Total 


Administrative supplies and equipment 
CARE, Inc 
Oriental Missionary Society Mission 
War Relief Services, NCWC 


rotal 
Agricultural rehabilitation 
Church World Service 


Total -- 


Educational-vocational supplies and equipment: 
Chureh World Service = 
Presbyterian Mission.... 


Total 43, 85s 


Reconstruction supplies and equipment: 
Chureh World Service ‘ neue 9, 923 
Voice of China and Asia 2, 464 
Oriental Missionary Society Mission. -. ‘ ; 560 


Total ~ 12, 947 | 


Miscellaneous supplies: 
Church World Service os a ia le in 963 450. 
Methodist Mission . oon “onl 493 600. 00 


Total...... i i a ‘ 1, 456 


1, 050. 00 


Grand total. _._-. : on . — a 4, 892, 271 4, 350, 359. 56 


CONCLUDING STATEMENT 


Mr. Woop. And that, sir, completes the presentation of the pro- 
gram items for which request is being made for authorizing legislation 
this year. 

May I make just one brief statement? We have laid before you, 
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Mr. Chairman, these 2 long tables showing, in the one case, the 1954 
authorization request by country and by titles, and, in the other case, 
showing similar material for 1953. 

We find that there are certain omissions in the 1953 summary table. 
I would like to ask permission to send up a corrected summary table 
for this 1953 document. 

We apologize; we prepared these under forced draft, and in great 
haste, and by working all night. We have, on checking them, found 
that there are some items which were not included in the summary 
table in the proposals. They relate to the regular technical-assistance 
progress and development, special economic assistance, and defense- 
support columns. Those we beg your leave to revise. We will give 
you revised tables covering them. 

The Cuarrman. Are you going to let us have the declassified infor- 
mation on fiscal year 1954 so that we can show it to the other Senators? 

Mr. Woop. Mr. Chairman, certainly the totals for various items and 
chapters are going to be available. 

The Cuarrman. Is that sheet 1? 

Mr. Woop. Yes; sheet 1, I think, will not be classified, is that right, 
for 1954. 

We are also presently engaged, as I told the committee at an earlier 
session, in looking urgently at the question as to how much of the sup- 
porting data can, without jeopardizing our security, be made avail- 
able. We are hopeful that we will be able to give you quite a lot of 
this material before it is necessary to go to the floor on this program. 

The Crarrman. We have here a committee print on basic data sup- 
plied by the executive branch. 

Mr. Woop. Everything in that is unclassified, Mr. Chairman. 

The Cuarrman. Now, that is pretty good. I suggest that you con- 
sult with Dr. Wilcox here so that he can be given in succinct form 
the overall picture. When other Senators ask for a breakdown, then 
we will be able to give the breakdown as far as feasible. We could 
even place on their desks something like this committee print which, 
in large measure, would give the overall picture, and they could 
quickly understand it. 

Then, the staff could see to it that the committee print contained 
the other matters that might all to the explanation. 

Is there anything further? Senator Smith, they have just con- 
cluded the presentation of some of the minor items. Have you any- 
thing to say ? 

Senator Smirn. I have nothing to say. I trust him explicitly, and 
if he says he is through, he is through. 

Mr. Woop. If I am through, Mr. Chairman, with the presentation 
of the program material, I had recalled that we had suggested, if 
the committee desired, that we should have a session to discuss in 
detail the unexpended and unobligated balances, and that there should 
be suggested another session in which we could explain to the com- 
mittee the legislative provisions in the bill which the executive branch 
has laid before you. 

It seemed to us that the committee might wish to have sessions on 
those two items before it concluded the hearings. 
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The Cuarrman. After you give us the unexpended items we could 
do that very easily. You might give us the tabulation; that is about 
all we will need on that, it seems to me, 

Is there anything else? If there is nothing else, the hearing will 
be adjourned. 

Mr. Woop. Mr. Chairman, may I offer on behalf of myself and my 
associates my thanks for the kind words. We do not get very many 
of them these days. 

The Cuarrman. We thank you all. 

Mr. Woop. Thank you, sir, very much. We appreciate your kind- 
ness. 

(Whereupon, at 4 p. m., the committee adjourned. ) 
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TUESDAY, MAY 19, 1953 


Unirep Srates SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:05 a. m., in the caucus 
room, Senate Office Building, Senator Alexander Wiley (chairman) 
presiding. 

Present : Senators Wiley (chairman), Smith of New Jersey, Hicken- 
looper, Taft, Ferguson, Knowland, George, Green, Fulbright, Spark- 
man, Gillette, Humphrey, and Mansfield. 

The CHamman. The meeting will come to order. 

I apologize for the vacant chairs of some of the members, but they 
happen to be at the White House. I had to rush from that meeting 
in order to be here. I want to say, General Ridgway, that we are very 
happy to welcome you back to this country. We know that in your 
new position you will serve this great Nation with the same valor and 
will want to give to it the wonderful service that you have given in 
other positions abroad. 


So, if you will take that chair, we will be very happy to hear your 
statement in relation to the subject that is before us. 

If you desire, we can let you go through your statement without 
interruption, or if you have no objection we can interject questions as 
you proceed. We will let you determine the course. 


STATEMENT OF GEN. MATTHEW B. RIDGWAY, SUPREME ALLIED 
COMMANDER, EUROPE 


General Riweway. Thank you very much, Mr. Chairman. 

I am deeply appreciative of your gracious courtesy. I can only say 
that I approach these new tasks with a profound and humble appre- 
ciation of the responsibilities that attach to them. I am deeply grate- 
ful to have this opportunity to appear before you and this committee, 
and I shall make this statement entirely at your pleasure as to whether 
you wish to interrupt me at any time. I will be only too glad to be 
interrupted, if that should be the pleasure of the committee. 

The Cuarrman. All right, carry on in your own way, then. 

General Riweway. Mr. Chairman, it is a great privilege for me to 
appear before the Senate Committee on Foreign Relations. I welcome 
this opportunity to speak in support of the Mutual Security Program 
which 1s so important to the security of the United States and to the 
nations of NATO with whom we are joined in the North Atlantic 
Treaty. I understand that you wish me to discuss the Mutual Security 
Program in relation to my responsibilities as an Allied commander— 
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that iss SACEUR, which is Supreme Allied Commander Europe— 
and as the United States Commander in Europe who is pean for 
carrying out the military aspects of the Mutual Security Program in 
that area. 


ADMINISTRATION OF MILITARY ASSISTANCE PROGRAM 


With the committee’s permission, sir, I should like to mention a 
report by Gen. Thomas T. Handy concerning the administration of the 
Military Assistance Program in Western Europe and the results which 
have been achieved to date, General Handy, my deputy commander 
on the United States side, is responsible to me for the administration 
of the United States Military Assistance Program. His report is 
similar to that provided your committee in previous years. It was 
prepared for insertion in the record, if you so desire. 

I plan first to review the military situation in Europe, then to ex- 
plain those activities of the Allied Command Europe, my command, 
which are closely related to the United States Mutual Security Pro- 
gram, and finally to discuss the effect of United States Mutual Security 
P rogram, and fin: illy to discuss the effect of United States Military 
assistance on the buildup of the military strength of the NATO 
countries. 

First, let me explain the military mission given me by my NATO 
superiors. It has two parts: In war, to defend NATO’s European 
territories. This mission is not qualified in either space or time. I 
am told to defend all of it now—today—if war should occur. 

The peacetime mission is to develop an integrated, effective force 
capable of accomplishing the wartime mission, if required. The 
fundamental purpose of this mission is the preservation of peace. 
May I emphasize this point? The purpose is the preservation of peace 
through the deterrent effect on potential aggressors of strong, bal- 
anced, combat-ready forces, capable of successfully challenging aggres- 
sion, or at least of rendering its success doubtful. 

These assigned missions assume concrete dimensions when we con- 
sider the enemy threat—its nature and magnitude. I should like to 
stress two points. First, if the missions : assigned to Allied Command 
Europe are to be discharged, its commander must be prepared to meet 
the forces which actually exist and which could attack him. Second, 
the commander must be capable of effective reaction within w hatever 
period of warning he may receive. Of all the basic principles of war, 
none can today have more dev astating effects than that of surprise, 
if this principle is properly applied. 


STRENGTH OF SOVIET FORCES 


Your committee has undoubtedly received detailed presentations of 
the enemy threat. With your permission, however, I shall review 
briefly some of the key elements in that threat. 

The Soviet Army mounts 175 army divisions. The Soviet air forces 
total just over 20,000 frontline aircraft and an aircraft reserve. The 
Navy includes more than 350 submarines of which a number are 
of the latest type. Of the 30 Soviet divisions located in occupied 
Europe, the 22 in East Germany constitute an ever-present threat 
to our forward forces. The combat effectiveness of their ground 
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forces is rated high, and their equipment good—in some types, excel- 
lent. In the air, the Soviets have made significant progress in 
reequipping their forces with high- performance jet aircraft and in 
increasing overall combat efliciency. 

During the postwar years, army strength of the captive nations has 
grown from 45- to 70-odd divisions. Organization, training, equip- 
ment, and tactical doctrine are Russian. The threat to peace inherent 
in this particular development lies in the ability of these forces for 
use to support the will of the Kremlin in whatever it might direct. 
These forces have already grown far beyond the task of maintaining 
Communist power in each country. 

The threat is a combination of a capability and a well-established 
pattern of aggression. 

To meet this potential threat in a way that would satisfy the assigned 
missions, Allied Command Europe has followed simple main lines of 
action. 

The first of these is the establishment of an effective and efficient 
command structure for Allied Command Europe. I should like to 
draw your attention to the geographical scope and diversity of this 
command—extending from Norway, 4,000 miles across the plains of 
northern Europe, through the Mediteranean to the Caucasus frontier 
of Turkey. You will see a central land mass, with flanks to the 
north and south where naval forces give valuable support. To the 
south lies the Mediterranean—a vital line of sea communications for 
all the southern area. 


ALLIED COMMAND EUROPE 


This chart, gentlemen, shows the main details of the structure of 
Allied Command Europe, which owes its present form largely to the 
nature of the area we have been charged to defend. My own inter- 
national headquarters, SHAPE—that is Supreme Headquarters, 
Allied Powers I urope—is near Paris. Under SHAPE are four prin- 
cipal subordinate commands. Headquarters of the northern forces 
are at Oslo; those of the center are at Fonte ainebleau, about 40 miles 
from Paris. The southern headquarters are at Naples, and the newly 
established Mediterranean command is at Malta. 

Allied Forces Northern Europe are under British Lieutenant Gen- 
eral Mansergh; Allied Forces Southern Europe have been for 2 years 
led by Admiral Carney, who has just been appointed—nominated, I 
should say—Chief of Naval Operations; the Mediterranean Command 
is under Admiral, the Earl Mountbatten, Royal Navy. 

In the center, where most of the land and air forces are concen- 
trated, there are three coequal commanders, one for each service, all 
reporting directly to SACEUR, or the Supreme Allied Comander, 
Europe. Marshal Juin, of France, commands the land forces, Gen- 
eral Norstad the air forces, and Vice Admiral Jaujard, of France, 
is Flag Officer Central Europe. Under Marshal Juin are two army 
groups, a northern army group made up of British, Belgian, and 
Dutch forces, and a central Army group which includes the United 
States and French forces in Germany. Each of these army groups 
has an allied tactical air force in support. 
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DEVELOPMENT IN COMMAND STRUCTURE 





During the last year there have been two major developments in our 
command structure. First, to coordinate the land forces of Greece 
and Turkey, Headquarters Allied Land Forces Southeastern Europe 
has been set up at Izmir under Lieutenant General Wyman, United 
States Army, who is directly subordinate to Admiral Carney, com- 
manding Allied Forces Southern Europe. The other was the estab- 
lishment of a Mediterranean command, which, as I have already men- 
tioned, is under Admiral Mountbatten. He commands the British 
Mediterranean Fleet, but the United States Sixth Fleet, whose mission 
is largely to support the land forces in southern Europe, remains as 
part of Admiral Carney’s command. 

Another major activity of Allied Command Europe is the develop- 
ment of plans. These are of two kinds. One we call an emergency 
or availabilities plan, which is a plan for the effective emergency em- 
ployment of whatever forces are available today if we were attacked 
tomorrow. It is a plan to do the best with the inadequate forces we 
have. The other, a requirements plan, leads to a statement of our 
requirements in divisions, ships, and aircraft. 


BUILDUP OF DEFENSE FORCES 


Let me now briefly review the buildup of our defense forces to date 
and say something about their readiness. In 1950, military forces 
. available for the defense of Western Europe were pitifully weak in 

numbers and backed by a supply system which was totally inadequate. 
During 1951 there was some increase in strength, but not until Febru- 
ary 1952, at the Lisbon session of the NATO Council, were firm goals 
set for the year. As 1952 ended, the goals were in large part met for 
air forces, naval forces, and for army ’ divisions, although there was a 
substantial shortfall in planned combat effectiveness. 

During the last 12 months there has been steady progress. The 
strength of units has increased, training has advanced, and a sub- 
stantial number of new units has been organized. Nevertheless, there 
are still major deficiencies, for example, in air power, support units, 
logistical establishments, and stocks of ammunition. 

Today, as a year ago, air power is still the weakest link in our 
defense. Despite the substantial gains in aircraft and trained pilots 
deriving from the United States Mutual Defense Assistance Program, 
our air forces today are still inadequate to carry out their assigned 

tasks. 

Allied Command Europe is also concerned with the many tasks in 
building military forces during the next few years ahead. Much of 
our measurable progress depends on budgetary appropriations by the 
individual countries, and here the work of the NATO Annual Review 
is of great importance. 


NATO ANNUAL REVIEW 


The Annual Review considers the economic and military factors of 
our defense situation of the NATO nations and then recommends fu- 
ture national military programs. The 1952 Annual Review, on which 
final action was taken by the North Atlantic Council in April, gave 
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us firm goals for 1953 and provisional goals for 1954. ‘The achieve- 
ment of these goals for 1953 will provide a substantial increase in the 
military capability of Allied Command Europe. but even with the 
achievement of the goals, we shall be short of the minimum require- 
ments needed to resist a determined Soviet attack. 

During the coming year both Allied and United States Commands 
will continue to observe and report on the actual development of 
forces, particularly their training and their ability to make good use 
of their equipment. 

SHAPE has watched the progress to date, and from what we know 
of national military planning, and the firm and evident intentions of 
the NATO governments, I am confident of the ability of these nations 
to utilize and maintain the equipment included in the Mutual Security 
Program. 

For the defense of the central region of Allied Command Europe, 
we need the full participation of West Germany. The European 
Defense Community is the best source from which to add this potential 
strength. I consider its early ratification a necessary step toward a 
minimum posture of defense in Europe. 

Another source of future strength, now being thoroughly investi- 
gated, is that of new weapons. At present a major study is in progress 
in Allied Command Europe, designed to review our military plans 
and insure that the possibilities of new weapons have been evaluated. 
Although it is too early to anticipate the outcome of this study, we 
can be sure that the new weapons will have a powerful effect on combat 
operations and will contribute materially to our defensive strength. 
At the moment I am not in a position to say what effect new weapons 
will have on the military requirements for Allied Command Europe. 


OFFSHORE PROCUREMENT AND INFRASTRUCTURE 


The fixed military installations, which include airfields, signal 
communications, and command headquarters, are known as infra- 
structure. Here we have made noteworthy progress during the past 
year. More than half of the 125 airfields approved through the third 
annual increment—we call it slice—will be completed this year. In 
April 1953 the NATO Council not only completed the financing of 
the fourth slice of infrastructure, but agreed on a long-range program 
for 1953, 1955, and 1956. By this significant departure from the 
previous year-by-year financial approval we hope to improve our 
construction planning. 

The elements provided for in the Mutual Security Program for 
fiscal year 1954—equipment, training, offshore procurement, and in- 
frastructure—are essential in building up the combat effectiveness 
of the defense forces. In such things as tanks, complicated elec- 
tronics equipment, and aircraft, our buildup cannot improve unless 
it receives the military assistance provided by the United States. 
Existing European industrial capacity for defense must be used to 
maximum advantage both in national production and by the place- 
ment of offshore procurement contracts for items required to equip 
the NATO forces. 

Despite the rapid increase in strength of the past 2 years, we have 
tremendous tasks ahead. We are still gravely short of airpower. To 
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counter the threat from submarines and mines, we need additional! 
escorts and minesweepers. We must increase the reserves of our land 
forces, strengthen their supply troops, and insure the continuous 
supply of all our forces. 

To relax our efforts now would be to lose the momentum we have so 
laboriously gained. Once lost, our momentum can be regained only 
at costs and risks far greater than those we now share. The Mutual 
Security Program is a vital factor in the keeping of our momentum. 
It is a solid investment in security and in the maintenance of peace. 

The Crarrman. Thank you, General. We will now proceed to ask 
you some questions. 

First, I understand that this statement of Gen. Thomas C. Handy, 
you feel, is a valuable contribution to this hearing, and you will want 
it made a part of this record; is that right? 

General Rmweway. If it pleases the committee, yes, sir; I think it 
will be a valuable contribution. 

The CHamman. It is so ordered. 

(The report by Gen. Thomas C. Handy referred to follows :) 


Report By GEN. THOMAs T. HANDy, UNtrep States ArMy Deputy Com- 
MANDER IN CHIEF, UNtTep Srates EvrRoPeEAN COMMAND ON UNITED STATES 
MILITARY ORGANIZATION AND PROCEEDURES FOR HANDLING MILITARY ASPECTS 
or MILITARY ASSISTANCE IN WESTERN FUROPE AND ON THE MILITARY DEFEN- 
SIVE STRENGTH IN WESTERN EvrOpE AND THE Errect Or UNITED STATES MILI- 
TARY ASSISTANCE THEREON—FOR Use IN CONNECTION Witn UNITED STATES 
CONGRESSIONAL HEARINGS ON THE SeEcuRITY PROGRAM, Fiscat YEAR 1954 


1, INTRODUCTION 


As Depnty Commander in Chief, United States European Command 
(USEUCOM), I am responsible to the Commander in Chief, USEUCOM 
(USCINCEUR, General Ridgway), for carrying out the military aspects of 
United States military assistance programs in the European North Atlantic 
Treaty (NAT) area, as assigned by the Secretary of Defense and the Joint 
Chiefs of Staff. This report outlines briefly the United States military organi- 
zation and procedures for discharge of this responsibility, and presents my 
evaluation of the progress which has been made toward the achievement of 
adequate military defensive strength in Western Europe, and of the part which 
the Mutual Security Program (MSP)—and its predecessor, the Mutual Defense 
Assistance Program (MDAP)—has played in this effort. My evaluation is 
based upon information obtained by personal contact with numerous European 
officials: through my activities resulting from the authority delegated to me 
by USCINCEUR to administer the military aspects of the MDAP in Europe; 
through my frequent personal discussions with the United States Special Rep- 
resentative in Europe (SRE); and from the periodic reports made to me by my 
staff in Headquarters, United States European Command (USEUCOM), and 
by the Chiefs of the Military Assistance Advisory Groups (MAAG’s) who oper- 
ate under USCINCEUR. The term MAAG should, for purposes of this paper, 
be interpreted to apply also to the Military Aid Misions located in Greece and 
Turkey. 


2. UNITED STATES MILITARY ORGANIZATION FOR MILITARY ASSISTANCE 


(a) Responsible to me, and maintaining day-to-day contact with the plan- 
ning and implementation of the military aspects of the United States military 
assistance program, is the headquarters USEUCOM staff, primarily the Military 
Assistance Division thereof, a joint (Army, Navy, Air Force) organization. 
The principal functions of the Director, Military Assistance Division, are those 
of equipment (end items or materiel) and training programing and implementa- 
ton, and of developing military policy and operational direction for the MAAG’s 
and Military Aid Missions, under the command of USCINCEUR and stationed 
in the European NAT countries. The Military Assistance Division and other 
interested elements of the headquarters USEUCOM staff work very closely with 
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the office of SRE—who is also the United States Permanent Representative, 
North Atlantic Council—thus coordinating the military aspects of the program 
with the political and economic aspects, including matters relating to Euro- 
pean production. 

(b) The MAAG is the military element of the United States country team, 
which also includes the Embassy and the Mutual Security Agency (MSA) 
Mission. Each MAAG is a joint organization, headed by a Chief of generai or 
flag rank and consisting generally of Army, Navy and Air Force sections. The 
MAAG carries out the military portion of the program at country level and is 
responsible for equipment and training programing and implementation, for 
requisitioning, and for receiving and turning over equipment. It also renders 
guidance and assistance to country authorities in appropriate military fields 
and keeps under constant surveillance the ability of the country to receive, 
maintain and operate materiel. The MAAG works in close coordination with 
its State Department and Mutual Security Agency counterparts, especially in 
matters related to indigenous military production. 


RELATIONSHIP OF UNITED STATES MILITARY ORGANIZATION WITH SHAPE AND 
SACLANT 


(a) Entirely separate and distinct from this United States military organiza- 
tion are the North Atlantie Treaty Organization (NATO) military command 
agencies, Supreme Headquarters, Allied Powers—Europe (SHAPE), and head- 
quarters, Supreme Allied Commander-Atlantic (SACLANT), with their subordi- 
nate commands. It being the expressed intent of United States military assist- 
ance legislation that the programs for the European area further the attainment 
of NATO objectives, close coordination must clearly exist between the United 
States agencies responsible for the military assistance program and the SACDUR 
and SACLANT organizations which have a proper interest in it. The need for 
such coordination has gradually increased as SACEUR’s and SACLANT?’s plans 
and operations have developed. 

(b) Briefly, what occurs is that SACHUR and SACLANT make known to 
headquarters, USEUCOM their force requirements and plans for force build-up, 
and their views as to priorities for the allocation and delivery of equipment to 
those forces. This information is taken into full consideration by headquarters, 
USEUCOM, and the MAAG’s in both planning and implementing equipment and 
training programs. Actual programing and implementation, however, are en- 
tirely United States matters, and final responsibilities and decisions rest with 
the United States. 

To those ends, coordination has been developed between headquarters, 
USEUCOM and SHAPE and headquarters, SACLANT, and between the MAAG’s 
and SHAPE subordinate commands. This coordination insures that the military 
assistance program, as affecting forces assigned to or destined for the NATO 
commands, is in consonance with the NATO commanders’ objectives, modified 
as necessary in accordance with United States policies and interests. In the 
case of SHAPE, the fact that General Ridgway is USCINCEUR as well as 
Supreme Allied Commander-Europe (SACEUR) facilitates the coordinaiton. 


4. MILITARY SITUATION EXISTING PRIOR TO INITIATION OF PROGRAM 


(a) Before I explain how the United States military organization for military 
assistance in Europe operates and outline what it has done so far, I think that 
it would be useful to sketch briefly the military situation in that area before 
the program was initiated. First, it must be remembered that most of our 
European allies suffered seriously during World War II in losses of manpower, 
resources, and production means. Moreover, with the exception of the United 
Kingdom, Portugal, and Turkey, their military services were wrecked and their 
military equipment largely destroyed. Some of our allies, therefore, did not have 
an adequate foundation upon which to reconstruct their military forces. On 
the material side, they were forced to begin their rebuilding with odds and ends 
of equipment which were salvaged after the German surrender, or were acquired 
subsequently from the United States, the United Kingdom, and various other 
sources. On the personnel side, they were faced with a shortage of officers and 
of noncommissioned officers, since relatively few had been trained since quite 
early in the war. 

(b) The pressing military needs, then, were for equipment and training. 
Given sufficient time and the will, I believe that our allies could to some meas- 
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ure have filled these needs through their own efforts. However, with increased 
evidences of Soviet aggressiveness, time became the essential consideration. It 
was concluded that our NATO partners could not meet the force requirements of 
the NATO plans unless they were zgiven substantial United States assistance, to 
include—besides equipment and training—production knowledge, raw materials, 
and economic aid to support the basic economy upon which the military effort 
would rest. 


5. PRINCIPLES AND PROCEDURES GOVERNING EQUIPMENT PROGRAMING 


(a) With regard to equipment assistance, let me first mention some of the 
basic military principles governing the giving of such aid, which have actually 
served to stimulate countries to make greater defense efforts themselves. These 
principles are consistent with the thought which underlies the whole program, 
that primary responsibility rests with each NATO country for raising, maintain- 
ing, and equipping its own forces, and for obtaining all necessary goods and serv- 
ices for those purposes. However, in applying those principles, we must keep in 
mind the urgent objective of creating effective defense forces rapidly. The 
principles themselves are contained in the broad programing criteria which the 
Joint Chiefs of Staff furnish to responsible agencies preparatory to the develop- 
ment of a program for a given fiscal year. These criteria are: 

(1) Military assistance will be provided only for those forces (including 
essential support elements) which conform to NATO plans; can, in the opinion of 
the United States, be raised by the recipient nations; and are approved by the 
United States for programing purposes. 

(2) Combat forces should be equipped so as to approach a performance capabil- 
ity comparable to that of similar United States units. However, the scale of 
equipment should be related to the missions which the forces are expected to 
execute and to the conditions under which they are expected to operate. 

(3) Generally speaking, items supplied should be those primarily for military 
application, especially essential combat weapons. Other items—such as food, 
clothing, medical supplies and motor fuels and Inubricants—should be furnished 
only under special circumstances. 

(4) In general, common (commercial) spare parts, otherwise procurable by 
the requesting countries—such as spark plugs and tires—should not be provided. 

(5) Finally, but importantly, equipment should not be furnished to any country 
which can, within the time phasing called for by NATO-approved defense plans, 
produce or otherwise obtain the same or comparable items within that country 
or in any other country. 

(b) (1) I feel that it would be helpful if I now reviewed briefly how we apply 
these principles in programing equipment assistance. On the basis of force goals, 
approved by the Joint Chiefs of Staff for programing purposes, the MAAG, in 
collaboration with the local military authorities, determines the deficiencies of 
the particular country in the equipment required to place those units in combat 
readiness. In this determination, the MAAG is guided by the foregoing program- 
ing principles. It then critically reviews the deficiency list, making recommen- 
dations for elimination of items which consultation with the MSA country mis- 
sion indicates should either be produced or procured by the country itself or be 
included in defense support programs. A tentative program is then prepared, 
along with recommendations for the priority of programing deficiencies within 
services. 

(2) The deficiency list and tentative program are next reviewed at the regional 
military level, where Headquarters, USEUCOM, again applies the programing 
principles which I have mentioned. The lists are also studied by SRE with a 
view to determining what items may be screened out on the basis of overall 
European military production considerations, 

(3) The deficiency lists, screened tentative programs, and priority recom- 
mendations are then taken to Washington where they are further reviewed by 
the services in the light of overall requirements, United States production 
capabilities, and other considerations. When monetary ceilings become reason- 
ably firm, the programs are again screened and are refined, at all levels, before 
being finalized. 

(c) It can, therefore, be seen that a given program does not in any sense 
constitute a European shopping list, or a superficially considered blanket requisi- 
tion for United States equipment. Rather, it represents a carefully screened, 
integrated, and coordinated effort to determine those essential military require- 
ments of European NATO forces which the countries cannot themselves provide 
within the time limits set by the NATO-approved defense plans. 
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§. OBJECTIVES, SCOPE, AND STATUS OF EQUIPMENT PROGRAMS 


United States assistance has so far been programed under four pro- 
grams—those for fiscal years 1950, 1951, 1952, and 1953. A proposed program 
for fiscal year 1954 has been developed and is currently under consideration 
by the Congress. 

a. Fiscal Years 1950-53 Programs 


(1) Objectives 


(a) The fiscal years 1950-53 equipment programs (combined) had the 
objectives of supporting NATO-approved forces by providing : 

1. During the initial period of MDAP, equipment excess to the needs of 
United States forces for the immediate build-up of NATO forces. 

2. Equipment to meet maintenance and training requirements of existing 
forces. 

8. Equipment to fill unit materiel deficiencies and/or modernize materiel for 
forces in being. 

;. Equipment for new units in consonance with the force buildup. 

5. Annual training ammunition requirements and combat ammunition reserves 
for all United States type weapons furnished. 

(b) Within the above objectives, major service emphasis was as follows: 

1. Army.—Under the programs for fiscal years 1950-52, provision of equip- 
ment for forces in being took precedence over provision of combat reserves 
of ammunition. In the fiscal year 1953 program, increased emphasis was placed 
on building up the level of ammunition reserves. 

2. Navy.—Emphasis has gone to provision of antisubmarine warfare and 
minesweeping and minelaying vessels and equipment. 

8. Air Force.—Principal emphasis has been on fighter-bomber and supporting 
tactical Air Force items. Programs to include that for fiscal year 1952 have em- 
phasized the provision of aircraft and organizational equipment. In the fiscal 
year 1953 program, principal emphasis shifted to equipment required to meet 
maintenance and operational needs of units already equipped. 


(2) Scope 


The combined fiscal years of 1950-53 equipment programs for Europe had a 
total value of $12.1 billion. By services, the scope of the program was: 

(a) Army.—The combined value of the Army programs was $6.5 billion. 
Major items included were: Combat vehicles, including tanks; artillery, both 
field and antiaircraft; radio, electronics, and other Signal equipment; motor 
transport ; and ammunition. 

(b) Navy.—The combined value of the Navy programs was $1.5 billion. 
Major items included were: Large vessels, such as carriers, destroyers, and 
destroyer escorts; smaller vessels in the categories of minelayers, minesweepers, 
and motor torpedo boats ; and maritime aircraft. 

(c) Air Force—The combined value of the Air Force programs was $4.1 bil- 
lion. Major items included were: Fighter bomber, transport, tactical recon- 
naissance, and training aircraft; and ground-handling and electronics equipment 
of all types to support these aircraft. Some interceptor day-fighters and all- 
weather fighters were included in the fiscal year 1953 program. 


(3) Status 


The fiscal year 1950-53 programs are now being implemented. 

(a) A substantial quantity of the items programed have either been delivered 
to recipient nations or dispatched to ports for early shipment. In this connec- 
tion, the deliveries situation, when calculated on a money basis, may seem some- 
what unfavorable, since shipment of the items contained in the fiscal year 1950 
program was provided from surplus stocks and hence represented comparatively 
small charges against MDAP funds. Major shipments under the fiscal year 1952 
program did not begin until current year 1953, and only minor deliveries have 
so far been made under the fiscal year 1953 program. On a major item basis, 
on the other hand, the delivery picture is more favorable. 

(b) By service, the delivery situation was as follows, as of March 31, 1953: 

1. Army.—Equipment to the value of $2,400 million, or 38 percent of the total 
programed, had been delivered. In terms of major items, percentages delivered 
were: 75 percent of combat vehicles (including tanks) ; 72 percent of motor 
vehicles ; 52 percent of field artillery guns and howitzers; and 65 percent of AA 


guns. 
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2. Navy.—Equipment to the value of $277 million, or 18 percent of the total 
programed, had been delivered. In terms of major items, percentages delivered 
were: 82 percent of major ships; 31 percent of minor ships; and 18 percent of 
maritime aircraft. 

8. Air Force.—Equipment to the value of $700 million, or 19 percent of the 
total programed, had been delivered. In terms of major items, percentages 
delivered were: 39 percent of airplanes; 47 percent of vehicles; and 12 percent 
of electronics items of all types. 

(c) Such delays as have occurred in making deliveries under the approved 
programs have been due principally to the long lead times for those items which 
must come from new production and to the impact of the Korean War upon the 
United States supply position. In general, delays have not seriously impeded 
the buildup of NATO forces, although they have had an effect on its momentum. 

(ad) The ability of countries effectively to absorb MDAP equipment—that is, 
to receive and process it expeditiously and to maintain and operate it ade- 
quately—varies considerably between countries and services. In general, it is 
my view that equipment can be absorbed at rates now forecast; and in some 
cases, it could be absorbed at increased rates. This is a matter of continuing 
concern to Headquarters, US EUCOM, and the MAAGs; and suspension or can- 
cellation of deliveries are recommended wherever the ability to absorb is found 
to be inadequate. 


b. Fiscal Year 1954 Program Objectives 


(1) The objectives outlined for the fiscal year 1950-1953 programs (para. 6a 
(1) (a) above), will be applicable to the fiscal year 1954 program. Major em- 
phasis will be directed towards increasing the combat effectiveness of units 
already constituted. Effort will be made to meet major equipment deficiencies 
for forces included in recently approved NATO force goals for 1953 and 1954, 
and to provide long-lead time items at the time required for forces to be activated 
subsequently. Provision will be made for ammunition reserves where not already 
included in prior year’s programs. 

(2) For all services, maintenance of equipment on hand will have first pri- 
ority. Under the Air Force program, provision is made for equipping some 
new and existing units with interceptor day fighters being procured offshore in 
Europe and with all-weather fighters being obtained principally from United 
States production. 


7. OBJECTIVES, SCOPE, AND STATUS OF TRAINING PROGRAMS 


(a) So far T have emphasized materiel aid; and equipment does, of course, 
consume the great bulk of available funds. However, I consider that the 
training program, while relatively inexpensive, is of at least equal importance. 

(b) It is obvious that an item of equipment, no matter how modern, depends 
for its effectiveness upon the ability of those who operate it to use and take 
care of it properly. Thus the primary objective of military assistance training 
is to insure proper operation and maintenance of equipment provided under the 
program. We also furnish the NAT countries certain additional training and 
technical assistance which they themselves, using their own resources and 
combined training facilities, cannot provide: and we assist in the establishment 
and standardization of certain training and operational procedures which can 
be supported by Allied governments when United States participation is with- 
drawn. Finally, this training gives the United States an opportunity to teach 
sound military doctrines and procedures, the value of which should consid- 
erably outlast that of many items of equipment furnished. 

(c) (1) Training under the military assistance program is carried on in 
training installations in the United States, in United States training estab- 
lishments and units overseas—especially in the United States zone of Germany— 
and within the countries themselves by means of United States training teams 
and technical representatives. The countries must ask for military assistance 
training, but the MAAGs evaluate the countries’ training needs and assist 
materially in the formulation of their requests. In performing this function, 
the MAAGs principally undertake to tailor military assistance training to the 
specific requirements generated by the expected deliveries of equipment. This 
is not an easy matter, in view of the general difficulty which the United States 
services encounter in making firm delivery predictions. However, every effort 
is made by United States military agencies at all levels to provide, as a mini- 
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mum, essential quantities of training equipment required for use in country 
training establishments. 

(2) Students to take military assistance training are generally chosen be- 
cause of their expected ability, upon completion of training, to transmit their 
acquired knowledge to other members of the Armed Forces at training establish- 
ments or in units in their own countries. The MAAGs screen the selection of 
students, and they also check the use to which military assistance-trained 
personnel are put after the instruction has been completed. 

(3) Training for students of European NAT countries has so far been given 
under the fiscal year 1950, 1951, and 1952 programs and is in progress under 
the fiscal year 1953 program. As of March 31, 1953, training spaces which 
had been filled totaled 26,843, divided by services as follows: Army, 6,653; 
Navy, 9,406; and Air Force, 10,784. Training for 20,680 of these students has 
been in the United States, and for 6,163 of them in Europe. These figures do 
not include students trained by United States mobile training teams and tech- 
nical representatives, or by on-the-job training in United States units, nor does 
it include those trained indigenously within country schools. 

(d) My overall evaluation of the trainng situation, in all NATO countries with 
the exception of the United Kingdom, which bas required little training assist- 
ance, is that there is still much to be accomplished. However, I believe that 
there has already been great improvement and that the outlook for the future 
is good. I should add that SACEUR and SACLANT and their subordinate com- 
mands are playing an increasingly important role in the training field—their 
emphasis being, however, placed on tactical training and training pertaining 
to the implementation of NATO plans, instead of on training devoted to the 
development of skills requisite to the receipt, maintenance and operation of 
equipment being supplied under the program. 


8. INDIGENOUS MILITARY PRODUCTION AND OFFSHORE PROCUREMENT 


(@) Besides providing equipment and training assistance, the military-aid 
programs have also given substantial assistance in stimulating European military 
production. Initially, this effort was embodied in the additional military produc- 
tion program, under which certain worthwhile indigenous military production 
projects received United States support in forms ineluding machine tools and 
raw materials. Primary responsibility for this activity was not placed upon 
the military, and the role of headquarters, US EUCOM, and the MAAG’s therein 
has been confined principally to the provision of military guidance for United 
States regional and country-level consideration of the projects involved. 

(b) (1) An activity of much greater magnitude, which has had a very signifi- 
cant effect on stimulating European military production, has been the offshore 
procurement (OSP) program, under which certain of the items contained in 
equipment programs are procured in Europe rather than in the United States. 
This program commenced in fiscal year 1952, during which contracts to the value 
of $630 million were placed. As for fiscal year 1953, contracts totaling $760 
million have so far been entered into and it is expected that the total will reach 
$1,500 million. 

(2) Each of the United States services has designated an agency in Europe 
to handle the program. Headquarters, US BUCOM, coordinates the activities 
of these agencies. Also, it insures that OSP is properly related to equipment 
programing, and provides military guidance for United States regional consid- 
eration of OSP problems. As for the MAAG’s, their OSP functions are limited 
to those giving United States procurement officers initial assistance in making 
the contacts neecssary for the discharge of their responsibilities, and of providing 
military guidance for United States country team consideration of OSP matters. 

(3) OSP results in the following advantages to the United States: 

(a) Provides sources of supply in Europe. 

(b) Lays the groundwork for a greater European self-sufficiency in mili- 
tary production. 

(c) Expedites deliveries of essential equipment. 

(d) Relieves strains on United States industrial capacity and the drain 
on United States provided raw materials. 

(e) Provides savings due to cost differentials. 

(f) Contributes to the economies of these European countries by providing 
them with additional sources of United States dollars. 
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9. PROGRESS MADE TOWARD ACHIEVEMENT OF ADEQUATE DEFENSIVE STRENGTH AND 
ROLE OF MILITARY ASSISTANCE PROGRAM THEREIN 


(a) To turn now to the current situation in Western Europe, it is well known 

that it is as yet by no means secure. However, I feel that very substantial 
progress has been made toward the achievement of adequate military defensive 
strength; and I am convinced that United States military assistance has played 
the key role in this development. 

(6) 1. The increase in the effective strength of the Armed Forces in Europe 
during the past 2 years has been substantial. At the time when United States 
military assistance was first given to the NAT countries, virtually no combat- 
effective military units existed. By 2 years ago, a substantial base had been 
established upon which the countries could rebuild their forces, but none of the 
units could have been considered effective. Today there are available appreciably 
more units, and their standards of effectiveness have increased. Neither in 
quantity nor in quality do they yet meet NATO requirements, but progress has 
been encouraging. 

2. This increase in strength could not have been realized without the receipt 
by the countries of substantial United States equipment assistance with which 
to arm their forces. Furthermore, it could not have been accomplished with- 
out the encouragement and assistance which was given to the countries by the 
United States toward increasing their own output of military equipment for 
those forces, 

8. (a) The increase in quality could not have been achieved without the 
training provided by the United States and the constant efforts and influence of 
the MAAG’s to cause the countries to improve their military command, training, 
logistical, and personnel structures and meinods, 

(Db) In the training field, country service schools are being expanded and train- 
ing centers improved to provide more effective use of available facilities; and 
more modern methods of instruction and training are being employed. In gen- 
eral, the European NATO countries are muking good progress in the develop- 
ment of trained manpower. While the total active strength (worldwide) of 
the Armed Forces of those countries is at present considerably less than that 
of United States forces, the European NATO countries could mobilize for com- 
bat—in oreranized units and within a few days—-slightly more manpower than 
could the United States. Of course, the effectiveness of these units would be 
dependent upon the availability of equipment. However, if training gains con- 
tinue as anticipated and if equipment becomes available, present indications are 
that the European nations will, by the end of 1954, have increased their imme- 
diately available combat strength substantially above the levels which existed 
2 years ago. 

(c) In other fields, military services are being reorganized to produce combat 
units which will fit more readily into an integrated allied force, and terms of 
military service have generally been lengthened. Also, there has been some im- 
provement in conditions of military service, although I might add that the in- 
centives are still generally inadequate to attract to the services sufficient indi- 
viduals of suitable character and ability to become members of regular forces. 
Further improvement in this regard can be expected ; but I consider it pertinent, 
from the standpoint of United States policy, to note that—basically due to the 
difference in standards of living in Europe and in the United States—the cost of 
raising and maintaining European forces will probably always be substantially 
less than the cost of similar United States forces. 

(4) (a) Not all countries have done all of these things, for progress has, of 
course, been affected by local problems, customs, and background. For example, 
because of the lack of experience with modern military organizations, logistics, 
and equipment, there did exist on the part of some countries insufficient compre- 
hension of the real scope and quality of military effort required. Several 
countries in this category have now taken steps to modernize their military 
establishments, realizing with a growing sense of urgency that ill-equipped and 
inadequately trained armed forces cannot withstand the impact of modern 
warfare. Although their efforts in this direction were initially slow, within the 
last 2 years these countries have steadily strengthened their military positions. 
However, other NAT countries, in spite of numerous handicaps—including mili- 
tary responsibilities in other parts of the world—have made strong bids for 
leadership in Europe; and their progress toward meeting their force commit- 
ments to NATO on schedule is generally reassuring. 
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(b) Many factors have, of course, contributed to this improvement, and cer- 
tainly the influence of SHAPE has been tremendous. However, I feel that it can 
truthfully be said that, to a degree impossible to measure accurately at this time, 
United States military assistance has acted as both the spur and the inducement 
in making these improvements materialize. 

(c) (1) The morale of the armed forces of the NAT countries, including their 
willingness to recognize the threat to their security and their will to resist it, is 
improving, although it naturally varies between countries and even between 
services within countries. Several factors have contributed to this improvement, 
besides the important one of the United States having clearly revealed—through 
its forceful action in Korea—its intention of resisting the forces of aggression. 
These factors are: 

(a) The positive proofs which the United States has given that it is 
wholeheartedly behind the NATO defense effort, through supplying modern 
arms and training to enable the countries to deploy effective combat forces, 
and through building up American military strength in Europe so as to be 
able to provide support to the Western European countries before an attack 
occurs and not after the countries themselves have been overrun and occupied. 

(b) The development of an integrated effective NATO force under Supreme 
Allied Commanders for Europe and the Atlantic. 

2) Although there can be no mathematical assessment of the attitudes of 
the Europeans, those attitudes tend to improve as the factors which I have men- 
tioned approach realization. In this connection, I feel that as the effectiveness 
of existing forces is improved and as additional units are formed and equipped, 
the countries involved will become more confident in NATO’s ability to defend 
itself against aggression. Certainly, a key factor in this development will be the 
continuation of substantial United States military assistance without which 
confidence in their ability successfully to resist aggression cannot be generated. 

(d) Despite the progress which has been made toward the achievement of 
defensive strength in Europe, I am convinced that adequate defensive strength 
cannot be reached without a military contribution by West Germany. The Euro- 
pean Defense Community offers the most likely means through which this contri- 
bution can be obtained. I feel, therefore, that the United States must continue 
its support of the EDC concept, and must stand ready to play a major part in 
the arming and training of West German contingents when the EDC becomes a 
reality. 

10. CONCLUSION 


In conclusion, it is imperative—from the military standpoint of the security of 
the United States—that we hold our European allies, who provide the manpower 
and industrial capacity which enable us to maintain a favorable potential balance 
of strength. As I have indicated, those allies are incapable, in the time con- 
sidered to be available, of raising and equipping, unaided, the forces needed for 
a successful defense of that key area. I am convinced that continued military 
assistance to our European allies is our only acceptable course of action. 


AMOUNT OF AID TO EUROPE AND FAR EAST 


The Cuarrman. As you know, General, this committee is consid- 
ering, and you are testifying for that purpose, the foreign aid re- 
quests of $5.8 billion, of which about $3 billion are allocated to Europe. 
How would a cut in this amount affect Western Europe defense plans 
and capabilities ? 

General Riweway. I am not in a position, sir, to reply on a basis of 
dollars. My responsibilities do not include costing. The whole par- 
ticipation of my headquarters in this very complicated determination 
of requirements is limited to a statement of the minimum military 
forces which we believe as professional military men, to be the mini- 
mum required to give us a reasonable chance of success. 

I refer to troops of various kinds, to aircraft in tactical units, and 
to the various categories of combat vessels, all of them sustained and 
backed up by a proper logistical system. I am not in a position to say 
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what a particular increase or reduction moneywise, might make in 
those forces. 

The Cuamman. The administration program calls for an increased 
emphasis on aid in the Far East. Since you served in both areas, I 
wonder what you think of the wisdom of the shift in emphasis, what 
effect will it have on the morale of our NATO allies, if any? 

General Rineway. I do not yet know, sir, what effect, if any, it 
will have, whether there is an increase, parity or decrease in the 
achievement of the force goals which have been accepted as steps 
toward the attainment of our force requirements. 

I am very conscious, Senator Wiley, of the fact that, in my various 
past command experiences, as well as my present one, my responsi- 
bilities have pertained to but a segment of the worldwide military 
responsibilities of the United States Government. Of course, I had 
a different point of view when I was Commander in Chief of Far East 
from the point of view I now have when my responsibilities are con- 
fined to the European Continent. These responsibilities still rep- 

resent—and this was the point, sir, I wished to respectfully present 
to the committee—they still represent but a segment of the whole 
problem with which the authorities here in Washington are concerned. 

The Cuarrman. I noticed that you twice in your statement spoke 
about the serious lack of air power. I presume that relates to NATO. 

General Ripaway. It does, sir. 


RATE OF DELIVERY OF AMERICAN ARMS 


The CuarrmMan. Will you comment on the newspaper stories reflect- 
ing European dissatisfaction of the rate of delivering of American 
arms to Europe. In other words, are you satisfied with the delivery 
thus far, and if not, could they be speeded up, should they be speeded 
up? 

General Rmeway. It, perhaps, would be presumptuous to say I am 
dissatisfied with the rates of delivery. I could only be satisfied with 
the rates of delivery if they met our approved force goals. 

T do think, sir, that effective action has been inv isaged, and correc- 
tive action is now in process, to overcome some delays which were of 
very substantial concern to us. In referring to those delays, I imply 
no criticism to any individual or government. Some of them are the 

result of a great combination of circumstances. I would refer to 
one spec ‘ifically. that is, delays in the past in our airfield construction 
program. Many of those delays derived from totally different pro- 
cedures within sovereign nations whereby it was extremely difficult 
to acquire the land, to get agreement of the various owners concerned, 
and to complete contract procedures. 

T do not think you can impute fault to anybody on those matters, 
but the hard realities of the thing, as a military commander, are that 
they did produce delays. I think, by and large, those delays are by 
way of being eliminated. 


SOVIET PEACE OFFENSIVE 


The Cuarrman. What effect has the recent Soviet so-called peace 
offensive had on the ee support of NATO? 
General Riweway. Without presuming to judge public opinion in 


Europe as a whole or even in the individual nations, I would say, sir, 
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that it has had a substantial effect, certainly, in some segments of pub- 
lic opinion, influential segments. People have a tendenc y to do what 
they already were inclined to do, and that was to put off the evil hour 
of decision concerning unpleasant burdens. I think it has had in 
the spiritual field a recognizable adverse reaction on certain segments 
of public opinion. 

The CuarrMan. Do you think that is due to the innate desire for 
peace, people blindly reaching out for some solution to this problem ¢ 

General Rweway. I think it is a perfectly natural reaction in that 
way, Sir; yes, sir. 


“CRISIS YEAR” 


The CrarrMaN. Perhaps I should not ask you this question, but you 
know we always have been talking about the crisis year. There has 
been talk recently of the abandonment of the crisis year with some 
folks suggesting that we should not expect an attack during the 
next few years. 

Do you want to comment on whether you think the Kremlin is just 
playing with the situation for a while or whether you think the attack 
is coming up at any particular time? 

General Riwewa¥. Yes, sir; I would be glad to comment, as a mat- 
ter of personal opinion. In the first place, Mr. Chairman, I confine 
myself, and so do my commanders in chief, with capabilities of a po- 
tential aggressor, and so far as humanly possible, we put to one side 
intentions. It isa most dangerous field for a soldier to enter into. 

We recognize fully that the evaluation of intentions is the responsi- 
bility of statesmanship. We accept without question the decisions of 
our civil authorities, our superiors, if in the course of their considera- 
tion of these grave problems they come to conclusions that certain 
risks are acceptable. 

For my part, I see no slightest diminution in the military offensive 
capability of those who are today capable of breaking the peace and 
threatening us. I do not believe it wise to attach to that considera- 
tion a pinpointing of a particular year. 

I think what should be done is to set our total minimum reasonable 
requirements, which we have honestly and objectively sought to do, 
and then to seek the attainment of those minimum military require- 
ments by successive annual increments at the earliest practicaDle date. 


NATO FORCES 


The Cuarrman. The New York Times recently had this comment : 


Today’s NATO’s problem is that all its strength is in the showease. There are 
few reserves and these are grossly inadequate. 


Do you want to comment on that? 

General Rineway. Yes, sir. 

Reducing the question to its simplest terms without regard to the 
type of service, there are three components of military force, all in- 
separably interrelated in their essentials. Those are, first, an active 
combat-ready force on duty at all times; that is the force on which we 
rely to meet the initial shock, to absorb the initial heavy blows; to 
avoid the disaster or even decisive local defeat, if it is humanly pos- 
sible, while the great mass of reserves, the second element, are brought 
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up to their asistance, and both together, to permit us to gird for all- 
out mobilization. 

The third element is the logistical system which permits those 
forces to be sustained in battle. 

So, returning to your question about reserves, it is not only an es- 
sential element, it is an element which is presently very weak. There 
are many reasons for that, notably, and they almost all reduce to costs. 
To have these units, these reserve units, with an existing cadre of 
adequate strength and professional and technical qualifications costs 
money. It costs more to call up the additional personnel, to bring 
their units to full strength, and give them refresher training. 

Now, in the case of some of these land units, for instance, that are 
right on the front line in France, that may have to be committed 
to battle, regardless of their state of readiness, within a few days 
if surprise attacks come, I think as a military commander that those 
units must have a refresher period of training annually. That would 
call for a very material additional financial burden on these coun- 
tries, and that is but one reason, but a very cogent one which has 
so far operated to make our reserve potential very weak. 

The Cuamman. Well, the suggestion here was that it was just in 
the showcase where we really had strength. 

General Riweway. I would not say that, sir, even as a figure of 
speech. It is something with which I would not agree. 

The CHarmman. We have been hearing a lot about EDC. The 
other day Adenauer saw to it that Germany ratified it, that is, its upper 
House ratified EDC. But do you want to give us any idea as to what 
France would do? 

General Ripeway. I think, sir, as I have said on other occasions 
when that very pertinent question has been asked, that I would be 
wandering into the field of pure speculation, political speculation at 
that, sir, because it depends upon the constitutional procedures of 
some of these countries. 

From the stream of competent observers that I see in my office in 
Paris, I get a wide divergence of view—practically the entire bracket 
from unquestioned optimism, a feeling that this will be ratified before 
the end of the year, to contrary pessimism, and frankly, sir, I do not 
know. 

The Cuarrman. How are NATO’s plans affected by this? 

General Ripeway. Very significantly affected, sir. We look to the 
military contribution which the West German Republic can make 
as an essential to the reasonable accomplishment of our mission. If 
that is not forthcoming our military task there will be very greatly 
increased in difficulty. 


NATO COMMAND STRUCTURE 


The CHarrman. Would you discuss for the committee the weak- 
nesses in the present command structure, your proposals to strengthen 
it, and so forth, such as appointing General Norstad to take charge 
of the Unified Air Command in Europe, expanding General Juin’s 
authority to include air and naval forces in Central Europe, and the 


reasons why these proposals were not adopted at the recent NATO 
conference. 
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General Rieway. Mr. Chairman, organization, of course, is a fun- 
damental in the process of accomplishing any assigned mission and it 
is, I believe, a fundamental that the fewer principal subordinates with 
whom a responsible leader must deal, the more effective is the execu- 
tion of his tasks. 

As it now stands in the organization, the basic organization of 
my command, I have a Commander-in-Chief North and a Commander- 
in-Chief South, and I shall look to those two commanders-in-chief 
for the conduct of operations in their respective areas, so that I mere- 
ly have to give broad guidance. 

In the center, however, I have three separate commands, Army, 
Navy, and Air, all reporting directly to me. It goes without question, 
of course, that that central area is the keystone of the arch. I do not 
mean to say that the flanks are not important—they certainly are im- 
portant—but the great weight of power is in the center, both our own 
power and that of the potential lawbreaker. 

I think that for the supreme commander to be subject to being drawn 
into the details of the battle in what is, after all, but a segment of that 
4,000-mile front, is to enormously increase his burden at a time of 
maximum crisis and confusion, I think that he should have a com- 
mander in chief center, and that has been my proposal, to whom he can 
look for the conduct of the battle in that area as he does with his other 
two commanders in chief. 

The Cuarrman. Would Germany make any contribution if EDC 
was not approved ? 

General Ripeway. Well, she could, sir. The alternatives, of course, 
are all wrapped up in the question of political feasibility. 

Inherently, from the purely military point of view, there would 
be no difference in Germany’s capability of making a military contri- 
bution. Whether the political considerations involved would be ac- 
ceptable to the NATO members is another question. 

The CuHarrman. You understand that if the present plan goes 
through we are assuming considerable of that burden over in Indo- 
china, France’s burden there, more than we have in the past. Will that 
mean that she will be able to contribute more toward NATO? 

General Rweway. France, sir? 

The CHamman. Yes. 

General Rineway. I would think so, sir, because there is an import- 
ant factor in there in the approval of EDC ratification, which would 
tend to spread the financial burdens more equally, and to lessen the 
individual shares of the present members. 


MILITARY CONTRIBUTION OF YUGOSLAVIA 


The Cuarrman. Do you want to give us your judgment as to Tito? 
I noticed the other day that Malenkov made advances to Tito; in other 
words, this treaty between Greece, Turkey, and Yugoslavia, do you 
think that is basically sound and tied in by cords of steel or that the 
Russians can penetrate it now with their tactics? 

General Rmweway. I think there are two broad elements in that 
question, Mr. Chairman. One is military and the other is certainly 
political, and with your permission, I would like to put aside the 
political. 
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I would say this: that from the strictly military point of view, 
Yugoslavia is capable of making a very significant military contribu- 
tion to the defense of a very vital terrain feature in my area of re- 
sponsibility. That terrain feature is the Balkan Peninsula. 

The Cuarrman. Well, you say Yugoslavia is capable. Have you 
any personal idea from contacts that you have had as to the funda- 
mental character of Tito’s loyalty to the West ? 

General Reway. I have had no contact, sir. It is entirely outside 
my responsibilities, both as an international NATO commander, and 
as a United States commander in Europe. 

The Cuarrman. Senator Smith ? 

Senator SMrru. General, I want to personally express my pleasure 
at seeing you again here after our pleasant contacts in the Far East. 

General Ripeway. It is a great pleasure to see you again, sir. 

Senator Smrru. I want to ask you your feeling about the morale 
in Europe. You have been there a year now, and we get various 
reports here about the spirit of our allies there. The feeling some- 
times is that they are vascillating. 

Do you feel they are steamed up really in the spirit they should 
be steamed up to carrying this program through ? 

General Ringway. Senator Smith, I find in all my travels there a 
unanimity of acceptance of the objective of the North Atlantic Treaty, 
as stated in its preamble, and I find without exception agreement on 
the necessity of making the effort to accomplish those objectives. 

Where the divergence comes in, it seems to me is in a perfectly 
natural area—in perfectly natural areas incident to the very grave 
burdens that these efforts impose upon the governments and ‘their 
peoples. 


OVERALL 





WORLD SITUATION 


Senator Smirn. Of course, General, you were in the Far East for 
a substantial period of time, and I suppose while there you got a 
certain picture of the global structure. Now you have been in Europe, 
and I am wondering whether, being back in Europe for a time, com- 
paring your thinking there with the t thinking on the Far East, whether 
you have any change in your views with regard to the overall world 
situation. Could you give us briefly your feeling about that situation 
and the relation of one area to the other ¢ 

General Ripeway. No, sir; I do not have any basic change in my 
thinking. I would like to invite attention again to what I said to 
the chairman’s question, that in each of these commands that I have 
been privileged to have, and they include the Caribbean, sir, with our 
very important relations with our Latin American neighbors, my 
basic thinking is the same. 

I said when I was supreme commander in the Far East, and I say 
again, now, for Europe, that I would deplore as a military commander 
seeing the development of a competitive contest for military means. 
I do not believe that is necessary. That may be rather a vague state- 
ment, but I think the problems that face us are problems which are 
within the capabilities of statesmanship today to solve, however diffi- 
cult they are. That is my basic faith, and to seek to put one area up 
against the other, I personally hope need not be done. 
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Senator Smrru. Well, if there had to be a priority, 1 would assume 
you would give some priority where the fighting was going on, of 
course 

General Rwweway. Very definitely, sir, no question about that. 

Senator Smirn. That obviously would be true anywhere. 

General Riweway. No question about it. 

Senator Smiru. That would include French Indochina now if they 
need sudden help, just the same as Korea. 










EDC 





I was not quite clear as to your answer in regard to EDC. If EDC 
does not go through, do you see any other alternative in sight to deal 
with the German question ? 

General Reway. Yes, sir. One alternative would be to admit the 
German Republic, Federal Republic, to membership in NATO, which 
would then permit the Germans to make substantially the same mili- 
tary contribution that they are capable of making under their proposed 
scheme. 

What I meant to imply there, sir, was that my best information indi- 
cated that that may be completely infeasible politically. 

Senator Smirx. Do you think that the French would be governed 
by their apparent fear of the German buildup and have Germans 
furnish an individual unit of their own, instead of the integrated 
EDC outfit ¢ 

General Rineway. I have been led to believe, sir, that such a pro- 
posal would not win the approval of the French Parliament. 

Senator Smiru. But we are facing a delicate problem there, I under- 
stand. I donot want to get you embarrassed in any way by a question 
on that score. 

One more question that I want to ask you: There has been some talk 
of reducing our overall Air Force in the papers recently, to make a 
reduction there. I understood you to say in your statement here that 
we were short in the air. Would that mean we are just short in the 
theater we are working in or do you think we are globally short of 
air power! Do you want to comment there ?/ 

General Ringway. I am not competent to comment globally. I do 
not know the details of what we have there outside of my present 
theater or what I had at the time I left the Far East. I was then 
recommending repeatedly, that my air strength be increased, and it 
was substantially increased after I had left, sir. So my remarks 
pertain now primarily to my own responsibilities in Europe, sir. 



































STRENGTH OF SOVIET FORCES 
















Senator Smrru. I have one final question: I have been troubled 
right from the very beginning of these NATO discussions about the 
fact—I have supported it enthusiastically and from the beginning, 
and I shall continue to do so—but I am troubled with the continuous 
presentation to us of the great preponderance of strength that Russia 
has. If Russia wanted to move tomorrow, she probably could do it, 
and that we are presenting comparatively moderate defenses against 
that enormous strength of Russia as rapidly as we can, and we still 
feel from the military standpoint probably that it is the only thing 
we can do and is desirable to do. 
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I have many people say to me, “Well, what is the use of our spending 
these billions of dollars when it is only a drop in the bucket compared 
with the massed strength that Russia has?” 

Don’t we have to carry on a stronger ideological offensive and not 
think so much in terms of military which we cannot meet in any 
event? I mean, that is the line of argument. I would appreciate 
your comment on that. 

General Ripeway. Well, I am very strongly in favor of the ideologi- 
cal offensive, too, sir; but the very simple truth to me, as a profes- 
sional military man, is that we are capable within the reasonably near 
future of creating and maintaining that necessary minimum military 
strength. 

I would merely point out, sir, that in no sense would that ever seek 
to match the massive capability of the Russians on ground of their 
own choosing. It is within our means, I am convinced, to attain 
the minimum military forces within a reasonable time, and thereafter 
to maintain them 

No force requirements, to my knowledge, that have ever emanated 
from the NATO, certainly so far as they pertain to my command, 
have ever exceeded what I regard as a minimum military strength. 

With your permission, sir, and with that of the chairman, I would 
like to go into that in much more detail in closed session, which I 
understand I am to attend later today. 
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Senator Smrrn. I would be glad to hear that. 
Now, general, there has been much discussion in the press about 
the administration’s decision to stretch out the program for European 
defense. Have you thought out how long it will take NATO to be- 
come strong enough to stop any possible aggression ? If we had the 
maximum ability to do it, how long would it take us to do it? 

General Rinaway. Well. it is very difficult to put a time limit on 
that, sir. I have been using terms such as “within the reasonabl 
near future,” and “within a few years,” and I think that is about all 
anybody can do, sir, because while our strength is growing, so, too, 
is that of the potential lawbreaker here, and, articularly, in the 
field about which we do not know too much, and tha t is his capability 
in the unconventional, including the atomic, field. 

Senator Smirn. Thank you very much. That is all. 

The Carman. Senator George? 

Senator Grorar. I believe I have no questions until we go into 
executive session. 

The Crarrman. Senator Ferguson? 

Senator Fercuson. General, I noticed in the question from my col- 
league from New Jersey that he indicated that there was an intention 
to reduce the actual potential of our Air. TI happen to be chairman 
of the Subcommittee for Military Appropriations, and I know of no 
such program. Do you know of any program ? 

General Riweway. I do not either, sir. 

Senator Frrevson. I did not understand you to indicate by what 
you said about the shortage of Air in Europe as indicating you had 
any opposition to what the Secretary of Defense or the President had 
in mind in the strengthening of the Air Force, did you? 
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General Rmeway. None whatever. 
Senator Frrcuson. Now, on the question of the cost, I think you 
said that you did not figure the cost. What you are concerned with 
was the military potential, is that correct? 

General Ripeway. The actual forces, sir; by land, sea, and air. 

Senator Fereuson. Yes. 

One other question: If the treaty is not approved by the various 
countries of Europe, and the Army built, as indicated, will it be pos- 
sible to use the amount of materiel that is provided for in this bill? 

General Riweway. Very definitely; yes, sir. 

Senator Fercuson. Even though it is not approved? 

General Rmeway. Very definitely, sir. 

Senator Fercuson. If it is approved, what sum will be needed in 
excess of this amount, or will this be used in that program also? 

General Riweway. I would not be in a position to answer that right 
now, Senator Ferguson. I simply do not have the information. 

Senator Frreuson. You do not have the information on that? 

General Rmeway. No, sir. 

Senator Fercuson. Well, is it the plan that the integrated European 
army will come into being this year; if so, is that covered in this 
budget ¢ 

General Rmeway. For that portion of the budget pertaining to 
that particular component of our forces, my answer would be that I 
think so; yes, sir. 

Senator Frrauson. I notice you gave us an alternative that if the 
treaty were not approved, then there would be the suggestion that 
Germany come into NATO. Does it not require unanimous consent 
to bring it in? 

General Rmeway. I think it does, sir. That is the reason I 
refer 

Senator Frrauson. Do you think that is possible, or probable ? 

General Rmeway. Well, again, I do not know, sir. I said that my 
information had indicated that such a proposal would be unacceptable 
to the French Paraliament. 





ECONOMIC FACTORS IN EUROPEAN BUILDUP 


Senator Frereuson. In figuring these costs, I noticed the President 
had used—he used the expression that our defense had been or should 
be based upon three items: The spiritual force back of it, the military, 
and the economic; that we must balance the military and the economic 
feature, and of course, we must have at all times a spiritual desire 
to be free, and to continue to want to be free, and use all our efforts 
to be in a position to defend our freedom. 

Have you considered this question of the economic factor in this 
buildup in Europe? 

General Rineway. I and all my commanders in chief are acutely 
alive to that, Senator Ferguson; acutely alive to the impact of all 
those powerful pressures—political, economic, financial, social. They 
go right down to the basis of a modern state. , 

We do not, however, conceive it to be our duty, and certainly it is 
far beyond our competence, to assess those factors. 
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What we think our superiors, the civil authorities, want is our honest 
objective analysis, our conclusions, supported with our reasons from 
a military point of view, and that is what we seek to give. 

We are inviting comment at all times, and we work throughout 
our process in arriving at our stated requirements with the representa- 
tives of the civil authorities. 

We at all times are only too glad to have them reviewed, and if our 
reasoning is shown to be fallacious from a military point of view, we 
will be the first to change them. But we do not believe that the civil 
authorities will for one moment change our professional military judg 
ment because somebody says it costs too much money. These money 
costs assume very different sets of values when everything that you 
hold dear is at stake, and that may well be the case. 

Senator Frrauson. Is there any indication in NATO that the idea 
of the common defense is not the underlying controlling factor ? 

General Ripeway. None, to my knowledge. 

Senator Frreuson. And you agree that that should be the underly- 
ing factor? 

General Rmeway. Very definitely should. 

Senator Frreuson. That it should be a common defense for the free 
world ? 

General Rineway. Yes, sir. It is basic in the preamble of the North 
Atlantic Treaty. The words in that particular respect say, “To unite 
our collective efforts for self-defense.” 

Senator Frreuson. That is all at the present time. 

The Cuarrman. Senator Green? 

Senator Green. General, may I ask a couple of questions to clarify 
my understanding of your opening statement. The first was this, 
where you stated as follows: 


‘“* * * who is directly subordinate to Admiral Carney, commanding Allied 
forces, southern Europe. The other was the establishment of a Mediterranean 
Command which, as I have already mentioned, is under Admiral Mountbatten. 
He commands the British Mediterranean Fleet, but the United States Sixth Fleet, 
whose mission is largely to support the land forces in southern Europe, remains 
as part of Admiral Carney’s command. 

I did not understand exactly why. 

General Ringway. At the time that that element in my command 
structure was set up, Senator Green, I was furnished terms of refer- 
ence which directed the retention of the Sixth Fleet under commander 
in chief, south, who was Admiral Carney. 

Senator Green. Well, are there any other exceptions made or to be 
made? 

General Rinaway. None stated, sir. 

Senator Green. That is just because of that particular cireum- 
stance ? 

General Ripeway. Sir? 

Senator Green. That was just because of particular circumstances ? 

General Riwaway. Yes, sir. I believe that, though this is surmise, 
the elements contained in those terms of reference were the subject of 
an intergovernmental agreement, to which I was not a party. 
Senator Green. Thank yeu. 
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PLANNED COMBAT EFFECTIVENESS 











The other question was this: You say 1952, as it ended, “the goals 
were in large part met for air forces, naval forces, and for army di- 
visions, although there was a substantial shortfall in planned com- 
bat effectiveness.” 

Now, would you be willing to amplify what you mean by “shortfall 
in planned combat effectiveness” ? 

General Riweway. Yes, sir. 

It is one thing to agree that there shall be in existence by a certain 
date a certain number of army divisions, that is, what was agreed to 
at Lisbon in February 1952, and by the end of calendar 1952 that. 
number of divisions numerically were in existence. 

My point there, sir, was that my own evaluation of the combat 
effectiveness of those divisions discounted substantially the numbers 
which I would have committed to battle, except in a dire emergency. 

I did not regard them as combat-effective. 

Senator Green. Well, that necessarily means it is going to be ac- 
complished by the lapse of time, so if those divisions and forces were 
provided, that complied with the agreement, did it not? 

General Ripaway. Yes, sir. 

Senator Green. So this subsequent remark does not mean that the 
agreement was not lived up to, but simply for the information of 
ourselves that it would require a lapse of time before they could 
become effective, is that right ¢ 

General Rinaway. Yes, sir. 

Senator Green. Thank you; that is all. 

The CHarrman. Senator Knowland ? 

Senator KnNow.anp. General Ridgway, from your testimony here 
today I assume we can take from your position that you recognize 
communism as a global menace and it is not limited to any particular 
area of the world? 

General Rmeway. That is right, sir. 

Senator Know.anp. Is that correct ? 































COLLECTIVE SECURITY 











You would feel, would you, General, as the chief NATO commander 
in Europe at the present time that collective security is essential to 
the proper defense of Western Europe? 

General Riweway. Vitally essential ; yes, sir. 

Senator Know.anp. Would you also feel, having had experience 
in other areas of the world, that if collective security is to be effective 
it has to operate on a global basis and not only on an area basis? 

General Ripeway. I do, sir. 

Senator KNowianp. What is your judgment as the present NATO 
commander as to the effect it would have upon Europe should all of 
Asia with her 1,200,000,000 people and her vast resources be consoli- 
dated within the Soviet orbit? Would it complicate and increase the 
dangers confronting you or your successor commanders in Europe? 

General Rmeway. I think under that hypothesis, sir, if that vast 
population were consolidated and effectively coordinated, that it would 
unquestionably increase the global peril to us as a nation and to our 
allies in the Western World and, therefore, would react adversely on 
the command for which I am responsible. 
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Senator Know.anp. Have you found during the period of time that 
you have been in Europe a recognition among your military colleagues 
or their civilian superiors of “the importance of a defense against 
communism in Asia insofar as it relates not to Asia alone but to the 
repercussions on Europe? 

General Rineway. Very definitely, sir. Of course, to the great num 
ber of people over there it is humanly natural, to be pretty wel 
absorbed in their energies, both physical and mental, in the problem 
which they have right on their own doorstep, but ‘that situation i: 
certainly recognized. 

Senator Knowxanp. You feel that since the Korean war started 
there is a greater appreciation of the dangers of the loss of Asia an: 
what effect that would have on the success of the NATO defense? 

General Rmeway. I do, sir. 

Senator Know anp. That is all. 

The CHarrman. Senator Sparkman ? 

Senator SPARKMAN. Senator Fulbright is here. 

The CuarrMan. Senator Fulbright ? 
UNITED STATES 


POLICY TOWARD NATO 








Senator Fursrient. Mr. Chairman, I have only 1 or 2 questions. 
I wonder, General Ridgway, if as the result of your experiences 
as commander of the North Atlantic Treaty Organization forces that 
you still believe the basic concept of that organization is sound ? 

General Riwweway. I do, sir. I see no alternative to it. 

Senator Furnricut. Well then, would you believe that we could 
better provide for our own defense by withdrawing from NATO 
and, as the current saying is, to go it alone ? 

General Riveway. My opinion, sir, of the adoption of that course 
of action would be to invite inevitable national disaster. 

Senator Fursricut. Well, have you observed among any of the 
other members of the NATO organization any growing belief that 
that may be the policy of this country # 


General Riway. There are segments of opinion in the NATO 
members, peoples of the NATO member nations, who entertain those 
thoughts. At least they discuss them from time to time, sir. 

Senator Foursrientr. Has that discussion or have those views— 
maybe I should say—been growing in recent months, or not? 

General Rweway. I have not received any indication of an in- 
crease, sir. 

Senator Fuisrient. You have not noticed within recent months 
any greater concern on the part of our allies in NATO about the 
possible course of this country’s policy, that is. the course that we 


might be losing confidence in the effectiveness of this organization, 
losing patience ‘with it? 
General Rmeway. No, sir. 


Senator Futsrient. You do not think there is any such tendency 
on their part? 


General Rineway. I do not believe so. 
Senator Furisrientr. You do not think the British are to anv 


degree feeling a bit nervous about our continued participation in 
this organization ? 
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General Ringway. I would not have any basis for saying so, sir. 

Senator Know.anp. Well, you ought to know; you are right in 
the middle of this organization. We get our reports, of course, very 
much second- and third-hand through the press and we find it some- 
time difficult to feel sure that we are getting an accurate reflection 
of what their views are. 

There has been a great deal of an emotional element in much of our 
news these days, as I do not need to tell you about, with regard to our 
relations, but it seems to me I detected some tendency both abroad 
and here to lose patience with our allies, and to feel it would be better 
to go it alone, and that is why I wanted you to reassure us if that is 
your real view, that we are better off having allies than we are letting 
them go their way and we go our way. 

General Rineway, I think it is absolutely essential to our national 
security, sir, that we have allies. 

Senator Futsrienr. That is all, Mr. Chairman. 

The Cuarmman. Their security, too. 

General Ringway. What was that! 

The Cuarrman. And their security, too. 

General Ringway. Their security, too. I come back to the col- 
lective nature of this undertaking, sir, which, to me, is basic and 
fundamental. 

Senator Fu.sricur. But to emphasize it there your primary con- 
cern and my question was directed toward our security, and you 
did not mean to say that you are just giving this view as to their 
security; but as I understood you first, it is essential to the security 
of the United States? 

General Riweway. Yes, sir. 

Senator Fursrienr. I just did not want it misunderstood. 

General Rineway. No question about it. 

The Cuarrman. I did not want any misunderstanding either, that 
the essential security of those people is that they have the United 
States with them, and you answered that by saying it is a joint enter- 
prise, in other words. 

General Ripeway. Exactly, sir. 

Senator Knowxianp. Mr. Chairman, at that point, might I just raise 
this one question? You would also agree, would you not, general, 
that when there are allies, it is just as important that we support 
them as they support us? 

General Rineway. It is indeed, sir, a community of effort. 

The Carman. Right. 

All right. Senator Sparkman? 

Senator Sparkman. Our interests are inseparable; are they not? 

General Ripeway. I think so, sir. 

Senator SparKkMAN. General Ridgway, do I understand that with 
reference to strength and matters of that type, you prefer to wait 
until we are in executive session ¢ 

General Rinaway. If it pleases the committee, I would, sir. 

The CuarrMan. Might I suggest this, if we hurry along we can, 
before the lunch hour, have an executive session here. 

Senator Sparkman. I will assist you by passing. 

The Crarmman. Senator Gillette? 
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Senator Giterre. General, there are 2 or 3 questions I wanted to 
ask, and I believe you can answer them in open session. 

In your statement you say: 

The Soviet Army mounts 175 army divisions. The Soviet air forces total 
just over 20,000 frontline aircraft and an aircraft reserve. The navy includes 
more than 350 submarines, of which a number are of the latest type. 

Does that statement pertain to the overall strength of the Soviets 
or for one area ? 

General Rmeway. The overall strength, sir, including the Far East. 

Senator Gruierre. Does it include the forces of the so-called satel- 
lite nations? 

General Rmeway. It does not, sir. 

Senator Grutetre. It does not. 

Now, my next question is with reference to your statement. You 
say: 

The 1952 annual review on which final action was taken by the North Atlantic 
Council in April gave us firm goals for 1953 and provisional goals for 1954. The 
achievement of these goals for 1953 will provide a substantial increase in the 
military capability of Allied Command Europe. But even with the achievement 
of the goals, we shall be short of the minimum requirements needed to resist a 
determined Soviet attack. 

Is that conducive to an optimistic outlook ? 

General Rmeway. Insofar as we are making steady progress toward 
the attainment of those minimum force requirements, I believe so, 
Senator Gillette. I think I can explain that in satisfactory detail in 
the afternoon session, if I may be permitted. 

I would say at this time I would like to make the distinction between 
a force requirement and force goals. The force requirements which 
have been agreed to by the Military Committee, which is the highest 
military body within NATO, are very substantial figures. Yet those 
force requirements are themselves minimum. 

Obviously, they could not be achieved except by annual increments; 
and these force goals to which I have been referring represent, in 
the case of 1 953. : ace epted force goals for this ec: alendar year, and in 
the case of 1954, provisional g goals. 

Senator Grutetre. Well, perhaps I had better ask you further with 
reference to that in executive session, and especially I want to ask 
you in executive session if, in view of that situation that you have just 
outlined there, the emphasis is transferred from building up our de- 
fense forces in this area, and if it is transferred to another area, you 
do not need to answer this now, but if that is a factor that adds any 
encouragement to the situation in Western Europe. You do not need 
to answer that now. 

EDC AND NATO 


I want to ask you this further question: Quoting from your state- 
ment further, you say: 


I consider its early ratification— 
referring to EDC— 


as a necessary step toward a minimum posture of defense in Europe. 








to 
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Again, that covers the area of my first question—that even with 
the Yatification of EDC you consider it nothing more than a step 
toward a minimum defense. 

General Rineway. Yes, sir; because that represents merely an 
authorization to go ahead with the implementation of military plans 
which presently are not authorized. In fact, they are specifically 
forbidden by terms of the peace treaty. 

Senator Gitterre. It is difficult to ask you these questions, because 
I realize your position as a professional military man in implement- 
ing policies in which you have little part formulating, and any of 
them that you do not want to answer, having that in mind, we will 
understand the situation. 

General Ripeway. Thank you, sir. 

Senator Gitterre. Do you regard the establishment of a European 
Defense Community as either a condition or the condition for the 
survival of the North Atlantic Treaty Organization ? 

General Riweway. No, sir; because if I answered I did, I would be 
saying that it is impossible without it. I do not admit to that. 

Senator Giuterre. It has been widely believed, at least, in this 
country, that once the EDC system was established and the German 
contingent thereby included in the Western defense structure, a pro- 
tective shield would have been erected that would have been suffi- 
ciently strong to warrant the United States withdrawing its forces 
from the continent of Europe. That is supplementary to the question 
that Senator Fulbright asked. 

Do you believe that it would have that effect ? 

General Rweway. Well, it is going to take a long time to develop 
self-sufficiency in the military field over there, sir. 

Senator Gitterre. This next question is along the same line. 

After your study ‘of the situation, are you convinced that a Euro- 
pean army comprising German, F rench, Italian, Belgian, Dutch, and 
Luxembourg forces would provide a strong enough shield so that 
American ground troops could be withdrawn safely from Europe 
with the overall responsibilities that we have? 

General Rweway. Again, it is going to take a long time to be able 
to determine whether or not it could, sir, in my opinion. 

Senator Gitterre. As of now or in the foreseeable future, you do 
not see that possibility ? 

General Rmeway. Well, I do not see it for the foreseeable future; 
no, sir. 

Senator Giuterre. That is all, Mr. Chairman. 

The Cramman, Senator Humphrey ? 

Senator Humrnrey. General Ridgway, in the concluding para- 
graph of your statement you say: 

The word “momentum” refers back to the importance of not losing 
momentum that we have, as you pointed out, so laboriously gained. 




































The Mutual Security Program is a vital factor in the keeping of our momentum. 





MINIMUM FIGURE FOR PROGRAM 









The President has recommended 4 this committee’s consideration 
a budget request of approximately $5.8 billion for mutual security. 
I am sure that you have had an opportunity to review that or have 
been in consultation on it. 
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Do you believe that figure is a minimum figure in order to strengthen 
the defenses of Western Europe as well as our defenses against com- 
munism around the world ? 

General Riweway. I would like to say again, Senator Humphrey, 
that I did not participate in the process whereby those costs were 
attached to this particular program. 

May I say again that my responsibilities were confined to recom- 
mending the forces required and the costing process took place here 
in Washington. I did not participate in it. 

Senator Humpnrey. As you state that you have not been in consul- 
tation on the economic figure, the dollars involved, however, you did 
recommend, did you not, the amount of equipment that might be neces- 
sary under a mutual security military assistance program ¢ 

General Rweway. I did, sir. 

Senator Humpurey. Do you believe that the amount of equipment, 
military assistance, as provided under this proposed authorization, is 
a minimum, or, let me ask you, do you think we would get along 
with less ? 

General Rmeway. I am not sure just what actual hardware will be 
provided with that amount of money yet, sir, but I will say this, sir, 
that any reduction in the amount of military equipment of the various 
kinds recommended will have a Spthepemmndny adverse effect on the 
attainment of the missions that I have been assigned. 

Senator Humpurey. As I understand it, the policy now—and I 
believe a wise one—is to strengthen the combat. effectiveness of the 
existing divisions, to make them more ready and more highly trained 
and equipped; is that correct? 

General Rmeway. That is right, sir; the emphasis goes on that at 
present. 

Senator Humpnrey. But if that is the emphasis, General, then 
would it not be fair to assume or presume that the availability of 
) vayymaers of equipment, both for combat purposes, if necessary, and 

or training purposes, would be essential to the strengthening of these 
divisions ? 

General Rwweway. Yes, sir. 

Senator Humpnrey. Did you participate in the recommendations 
of the earlier budget requests ? 

General Rweway. Not financially; no, sir. 

Senator Humpnrey. But again you provided the base materials? 

General Rmeway. On goals. 

Senator Humpnurey. Materials? 

General Riweway. Right, sir. 

Senator Humpnrey. On the basis of which those financial estimates 
were made? 

General Rmeway. Yes, sir. 

Senator Humpurey. I ask this question only as a point of infor- 
mation. The so-called Truman budget ae for approximately 





$7.6 billion in overall mutual security. When it was pared down, 
after examination and review, there was some limitation or reduction 
placed upon military assistance for Western Europe. 


Were the same needs prsrtet in both instances insofar as your 
command was concerned 
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(general Ringeway. I am simply unable to answer that question, 
Senator Humphrey. I am afraid anything that I said would be so 
inaccurate it would be of no value to you, and it would be dangerous. 







OFFSHORE PROCUREMENT 







Senator Humpnrey. General, you have referred to offshore pro- 
curement. Do you believe that the offshore procurement program is 
economically sound and wise insofar as our own national defense is 
oncerned ? 

General Rmeway. Very definitely; yes, sir. 

Senator Humpurey. So you support the increased emphasis on off- 
shore procurement ? 

General Riwaway. Very definitely; yes, sir. 

Senator Humrurey. You believe this will have a good effect on the 
economies of the allied countries? 

General Rmeway. It will, sir, and it will have various other con- 
comitant good effects. 

Senator Humpnrey. General, as we consider the defense problems 
in this committee, and other committees of the Congress, we not only 
consider them from the point of view of the military effectiveness of 
our forees, but also the economic ability of the country to maintain 
those forces. The subject of trade is always foremost in the minds of 
the leaders of our Government, and it has been brought sharply to the 
attention of the Congress. 

While I realize this is not a military problem, has it been a matte1 
of discussion among the NATO officers and personnel with whom you 
associate, in other words, the trade relations between the United States 
and our friends in the North Atlantic Treaty Organization ? 

General Rineway. I am not quite sure that it is a subject of discus- 
sion—a discussion from what point of view, sir? 

Senator Humrnrey. From the point of view of maintaining their 
economies in order to maintain their contribution to the common 
defense. 

General Ripeway. Training you are speaking of now? 
Senator Humpurey. Trade; economic trade. 
General Rmeway. I am sorry, sir, I thought you said training. 






























TRADE AND AID 











Of course, that, Senator, is entirely outside my field. I can cer- 
tainly see, as I believe any citizen can see, the relationship between 
a sound economy and an increased or a corresponding military effort, 
and while I do not presume for a minute to draw my conclusions in 
that field, I can answer your question by saying that all of the people 
with whom we deal do a great deal of discussing of that particular 
oint. 

Senator Humrnurey. We have reduced rather sharply the economic 
aid to Western Europe—that is, the defense-support aid, you might 
call it, outright dollar loans and grants. 

The feeling is that that reduction could be made twofold: No. 1, 
the recovery which has taken place in Western Europe; and, secondly, 
the possibilities of Western European countries earning dollars 
through production and subsequent trade; and that was the purpose 
of my question—that it seems to me that whenever any military ques- 
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tion is discussed that we have to discuss the ability of a country to 
sustain it—and I was wondering whether or not that was also a 
subject of discussion even as you projected the plans for NATO of 
the ability of the country to sustain its contribution. 

General Rineway. It is very definitely, sir, and, of course, this off- 
shore procurement program provides a very great benefit. Not only 
does it put the hardware more quickly into the hands of the using 
forces, which is essentially a military consideration, but it gives them 
more dollars which, perhaps, they could not otherwise acquire and, 
perhaps more important of all, increases the munitions production 
base over there, which can take the load off the United States. 

Senator Humpnery. General, in your statement you have made 
2 or 3 references to the importance of air power, and I believe some 
comment was made in reference to—for example, in the next to the 
last page, you say, “We are still gravely short of air power.” I just 
wondered whether you believed that a reduction—by the way, if this 
is beyond your scope, I surely do not want you to even comment upon 
it—but I have been somewhat concerned about the reduction in the 
Air Force budget request. 

I was wondering whether or not you felt that any reductions in the 
Air Force appropriation or request for appropriation would in any- 
way hamper or hinder the achievement of the goals of security that 
you have in the North Atlantic Treaty ? 

General Rmeway. Well, to the extent that such reduction resulted 
in a reduction or a withholding of the air potential that I have recom- 
mended, I would deplore it. I am not in a position to say whether it 
would or not. 

Senator Humpurey. You have not had a chance to fully evaluate 
that ¢ 


General Rmaway. No, sir. 







DIFFERENCES BETWEEN ALLIES USED FOR SOVIET PROPAGANDA 


Senator Humrnurey. The final question, General, relates back to 
what Senator Fulbright was seeking some information about. We 
continue to hear that there is a growing restiveness among the 
Allies. For example, Prime Minister de Gasperi, commenting \ upon 
the French, and the French commenting upon the British, and the 
British commenting upon the United States, and we commenting in 
accentuated tones upon the British. 

I would like to ask you this question, since you have just returned 
from Europe: Do you find that the Communist press—the Communist 
propagandists—emphasize our emotional outbursts and our apparent, 
at least, surface differences ? 

General Riveway. I think there is no question about that, sir. 

Senator Humpurry. Do you believe that this is conducive—do you 
believe that our letting go once in a whole in these emotional outbursts 
is conducive—to our strength or it is somewhat, should I say, weaken- 
ing of our posture of strength ? 

General Rineway. Well, it certainly will be seized upon by the 
Communists to attempt to increase the number and the character of 
these divisive influences. Just what its overall ultimate effect is on 
the sound thinking of democratic people, I do not know, sir. 

Senator Humpurey. Your deputy, General Gruenther, when he was 
before our committee, was kind enough to give us some comments upon 
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the 19th Communist Congress meeting in Moscow of last fall, and I 
recall that he emphasized that one of the points in that conference was 
the predetermined program and strategy of the Soviet to play up 
every difference cal every indication of controversy that existed or 
would exist between the members of the allied nations. He mentioned 
that to us, with some citation as to the record of the 19th Communist 
Congress. 

Have you noticed, as the supreme commander in the NATO area, a 
stepping up of the Soviet propaganda in its effort to divide us, to 
promote controversy, on military, political, and economic questions ? 

General Ripeway. That is my general impression, sir. I would not 
be able to furnish you exact citations to support that. It certainly is 
my general impression. 

Senator Humpnrey. I want to thank you, General. 

The CuarrMan. Senator Hickenlooper ? 

Senator HickenLooprr. General Ridgway, I have the impression 
that, perhaps, certain political and economic rivalry in the countries 
in Europe may in some way be blocking the military solidarity that is 
our goal. Would you have any comment on that? 

General Ripeway. I think there is no question, sir, but that there is 
to a certain degree an ill effect produced on what could be a greater 
military solidarity. It is certainly outside of my field, sir. I would be 
happy to give further opinions if the committee desired in the after- 
noon session. 

Senator Hicken.oorer. Well, I do not care to pursue the point par- 
ticularly, except to state that there are impressions abroad, at least, 
I mean abroad in this land, that there may be economic rivalries exist- 
ing between the countries for economic position, and a number of coun- 
tries attempting to advance themselves to the neglect of the point we 
are concerned with, which is military solidarity, and united military 
strength against a certain goal which we would like to attain. 

I will be very happy to defer any questions along that line until the 
afternoon session. 

General Rwweway. Thank you, sir. 

Senator Hicken.oorrr. Thank you very much, Mr. Chairman; that 
is all. 

The Cuarrman. Senator Mansfield ? 


SOVIET STRENGTH 


Senator Mansrrevp. General, just to get the record straight, you 
have said in your testimony that the Soviet Union has 175 divisions, 
in excess of 20,000 aircraft, and in excess of 300 submarines. Is not 
the 175-division strength approximately what the Soviet Union had 
at the end of World War I 

General Rineway. It is, sir. 

Senator Mansrretp. What is the difference between that 175 in 1945 
and today ? 

General Rmeway. A very marked increase in combat effectiveness, 
in our judgment, due to—— 

Senator Mansrretp. And they have been mechanized and modern- 
ized right up to the limit? 

General Riwaway. A great deal of equipment replacement has taken 
place whereby older types of equipment has been replaced by more 
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modern, more efficient types of equipment. <A great deal of intensiv: 
training has taken place, and the overall effect has, in our judgment, 
been to increase substantially the combat effectiveness of the same num 
ber of divisions. 

Senator Mansrrevp. In round numbers, the 175 divisions would mean 
eee 4 million men ? 

teneral Ripeway. The table of organization strength of those divi 
sions, sir, is roughly 11.5 for the 2 out of the 3 types, and considerabl) 
higher, about 25 percent higher, for one of the other types of divisions. 

I would have to apply a little arithmetic there to come up with a 
total figure. 

Senator Mansrrevp. That is all right. 

General Rineway. But assuming it is full T/O and E strength, which 
I doubt in some cases 

Senator Mansrrexp. It is safe to assume that a large portion of the 
Air Force is made of MIGS of one type or another? 

General Ringway. Of modern jet aircraft; yes, sir. 

Senator Mansrtetp. And it is safe to assume also that so far as the 
submarine fleet is concerned a large portion of it is made up of long- 
range snorkels? 

General Riweway. A substantial part, sir. 

Senator Mansrtexp. In addition to that, the satellites have, I believe 
you said, upward of 70 divisions? 

General Rineway. That is right. 

Senator Mansrtetp. Opposed to that, NATO has approximately 
50 divisions? 

General Rineway. Yes. 

Senator Mansrrevp. Does that strength include the divisions of the 
Greeks and the Turks? 

General Rmeway. No; the 50 does not, sir. 

Senator Mansrtevp. And it does not inelude either the 33 divisions 
of Yugoslavia? 

General Rineway. No, sir. 

Senator Mansrie.p. So if you look at it in one way you have con- 
centrated then in Western Europe something on the order approach- 
ing 100 divisions on the Allied on the western union, the NATO side, 
even though Yugoslavia is not a member, and on the other hand you 
have upward of 70 satellite divisions with the 175 Soviet divisions 
scattered throughout the Soviet Union ? 

General Riweway. Something of that nature on a numerical basis; 
yes, sir. 

Senator Mansrre.p. I just wanted to bring that out to indicate 
that there is a basis of strength on the NATO side, but that there is a 
far greater base of strength on the other side. 

I want to say, General, I think you have done an outstanding job 
as commander of the NATO forces during an extremely difficult period. 
That is all, Mr. Chairman. 

The Cuatrman. Senator Taft? 

Senator Tarr. I have no questions. 

The Cuarrman. At this time the meeting stands adjourned. The 
officers will clear the room and we will adjourn and meet here imme- 
diately for executive session with the general. 

(Whereupon, at 11:30 a. m., the committee recessed, to reconvene 
in executive session. ) 
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SATURDAY, MAY 23, 1953 






Unirep States Senate, 
CoMMITTEE ON ForeEIGN RELATIONS, 
Washington, D. C. 
The committee met, pursuant to recess, at 10 a. m., in the old Supreme 
Court room, United States Capitol, Senator Alexander Wiley (chair- 
man) presiding. 
Present: Senators Wiley (chairman), Tobey, Knowland, Gillette, 
and Humphrey. 











—_—— 





The CHarrMan. We will come to order. 

We will resume the hearing. 

The first witness this morning is George J. Hecht, chairman of the 
American Parents Committee, Inc., New York City. Mr. Hecht will 
testify on the United States International Children’s Emergency 
Fund. 

May I suggest that all the witnesses put their prepared statements, 
if they have any, in the record, because we have a great many wit- 
nesses this morning. Otherwise, if they desire to testify, let’s make it 
as brief as possible and to the point. 

We will appreciate it very much. 
Carry on, sir. 


STATEMENT OF GEORGE J. HECHT, CHAIRMAN, AMERICAN PAR- 
ENTS COMMITTEE; PUBLISHER, PARENTS’ MAGAZINE 


Mr. Heonr. My name is George J. Hecht, chairman of the Ameri- 
can Parents Committee, a nonprofit, child-welfare organization work- 
ing for better health and educational facilities for children in the 
United States and throughout the world. I am also publisher of 
Parents’ Magazine which has a monthly paid circulation of more than 
a million anda half. Iam a pretty big businessman and employ more 
than a thousand people, and the circulation of all my magazines is 
more than 4 million a month. 

My wife and I have just come back from a trip around the world. 
As my wife was a teacher, and as I am deeply concerned about the wel- 
fare of children, we went out of our way in each country to observe 
the conditions of children and to learn what the leading organiza- 
tions were doing to better their conditions. 

No one who hasn’t been to Asia can visualize the unbelievably bad 
conditions under which the vast majority of the people live. The 
suffering is so great that the people are ripe for the communistic prop- 
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aganda that is being continually spread among them. We ourselves 
saw many sound trucks flying red banners going through the villages 
in India and in Bangkok in Thailand blasting out their insidious 
communistic propaganda, with their promises of better conditions. 
Children crippled from yaws or suffering with malaria or tuber 

culosis make for the most unhappy kind of homes. It is my considered 
conviction as a businessman, quite aside from the fact that I am inter 
ested in the welfare of children, that the most inexpensive and most 
effective way to combat communism in Southeast Asia where the 
Reds are now concentrating their efforts, is to improve the conditions 
of children in the homes of the suffering people. 


PENICILLIN FACTORY IN INDIA 


Yaws, a highly contagious disease prevalent throughout southeast 
Asia, crip les a child for life. Yet it can be cured in its early stages by 
a 15-cent injection of penicillin. On a plane from Bombay to Delhi, 
I was lucky enough to spend more than an hour talking with Rajku 
mari Amrit Kaur, the Health Minister of India. She told me that 
the United Nations International Children’s Emergency Fund was 
helping India to build their first penicillin factory. 

India is providing the land and the building and the Children’s 
Fund, generally referred to as UNICEF, is equipping the factory. 
What more intelligent and inexpensive way to combat yaws and 
other diseases than to help India build a penicillin factory which it 
can use to fight this-dread disease of childhood. 

I was told also of the injections that are being given to hundreds 
of thousands of children to immunize them against tuberculosis. One- 
half of the children of India die before they are 10 years of age. 
There are hundreds of thousands of villages in India without a doctor, 
without trained nurses and with no hospital anywhere in their vicinity. 

In case you haven’t heard the following statistics, it is something 
to ponder over. Of the 900 million children in the w orld, 500 million 
live in villages and small districts without a hospital, without a doctor, 
and without a public health nurse. 

In Burma Madame Aung San, widow of the liberator of Burma and 
its first Prime Minister, now in charge of the country’s maternal and 
child health work, took us to visit one of the first schools for midwives 
that has been established in Rangoon. The local government has pro- 
vided for the school and its maintenance, and UNICEF has supplied 
the sterilizer and other necessary surgical equipment. One-third of 
the babies in Burma die before their first birthday. 


UNICEF CENTERS IN THAILAND 


In Thailand, Dr. Pierra Hoon Vejjabula took us through some 
of the child welfare centers that are being started with the aid of 
UNICEF. UNICEF is providing the DDT which in 3 years they 
hope will eliminate malaria—a great killer of children. 

I could go on for far more time than you can give me to tell you 
of the fundamental child health work being done by UNICEF which 
I saw with my own eyes. Based on my wide knowledge of child wel- 
fare work, I can tell you authoritatively that UNICEF is the greatest 
child welfare effort of all time. During its 7 years it has aided directly 
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more than 60 million children in 72 countries. And in 1953 it aims 
to reach more than 25 million mothers and children. 

Unquestionably UNICEF is the most universally acclaimed of all 
United Nations activities. 62 foreign nations are contributing finan- 
cially to its support, many of them regularly, year after year. It is 
building international good will for the United States. 

The American people are sold on UNICEF. Many individuals 
‘ontribute directly to the fund and others support it by buying 
UNICEF Christmas cards. A great number of women’s and church 
organizations are actively supporting adequate United States appro- 
priations for UNICEF, I was glad to read recently that the Pope 
in Rome has issued an appeal for continuing world support of 
UNICEF. 

[ have here a clipping from the New York Times of May 15, which 
states that Herbert Hoover has issued a statement supporting the 
United States continuing contribution to the U. N. International 
Children’s Emergency Fund, which I would like to submit for the 
record. 

(The newspaper clipping above-referred to is as follows :) 

Hoover Asks Support or U. N. CHILD PROGRAM 
Special to The New York Times. 

UNITED NATIONS, N, Y., May 14—Former President Herbert Hoover has urged 
he United States Government to give its “morale and material support” to the 
United Nations International Children’s Emergency Fund. 

A statement from Mr. Hoover praising the 6-year-old efforts of the interna- 
tional agency to help needy children, was made public here today as the United 
Nations Social Commission prepared to open debate on whether or not the fund 
should be continued. 

Most of the 18 commission members are expected to support a recommenda- 
tion to the General Assembly—jointly proposed by France, Brazil, and the 
Philippines—to keep the children’s fund going. The United States, however, may 
have to abstain on the issue until Washington decides if it will help finance 
future operations of the agency. 

Two separate budget measures are now being considered in the capital: one a 
$9,814,000 contribution for this year which the Truman Administration promised 
but which has not been appropriated; the other a $9,000,000 appropriation for 
1954, 

Mr. Hecur. In the underdeveloped countries of the world, the 
Communists are currently making their greatest efforts. Crippled, 
malarial, and tubercular children in the home make families easy prey 
for communistic propaganda. UNICEF is not only doing a great, 
popular humanitarian job, it is also the most economical and effective 
way to fight communism. 


INDIVIDUAL CONTRIBUTIONS FOR UNICEF 


The Cuairman. I noted you said that many individuals contribute 
to the fund. You probably know that in this country the Jews in 
America are asking for a half a billion dollars in relation to Israel. 
The Jewish people here are undertaking to raise that amount of money 
instead of coming to the Government for it. I am wondering if a 
good salesman like yourself wouldn’t be in a very good position, to- 
gether with others who sense this real challenge of trying to get more 
individual contributions for this fund, could do something along that 
line. 

33902—53——39 
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You know our own economic problem. You know the effect of the 
dollar in case we do not balance the budget. 

Anything I have said must not be interpr eted as being against it. 
I am very much for it. I have spoken for it in the United ‘Nations and 
everywhere else. You told me that America has apparently been good 
to you and you have been good to America. You have 4 million sub 
scribers to your magazines. We always have the habit of calling on 
the Federal Government. The time has come where the Federal Gov- 
ernment has to maintain the economy of this Nation. We have to do 
that. 

We should have more of the kind of activities that the Jewish people 
are doing for Israel. We are sold on that. I will contribute to it. 
I am a relatively poor man. 

When someone in a foreign land needs help, those of us to whom this 
country has been so good should think in terms of probably doing as 
I said the Jews of America are doing now for Israel. 

Do I make my point é 

Mr. Hecur. May I comment on that? 

The Cuarrman. Yes; I would like to have you do so. 

Mr. Hecur. A number of years ago, about 5 years ago, a nationwide 
campaign was run to try to get individual contributions for UNICEF, 
but the expel nses of the campaign exceeded the amount that was raised. 
The Cuamman. That isn’t what I mean. You are a salesman your- 
self. You are up here making a sales talk. The idea of getting into 
the United States Treasury for a contribution is being proposed. You 
have friends. As you have said, you are a big businessman. You 
employ thousands of people. You have 4 million subscribers to your 
magazines. Why can’t you sit around the table with those that you 
have contact with, contact some of the organizations in this country 

that have money, too. 

The idea just came to me. I never suggested it before. It just came 
tome. Iam putting it into the record. 

One of the big troubles with our charity is that it is not personal. 
The result is we do not feel personally about it. You have been over 
there. You have looked around and sensed the need. But when you 
and IT buy something, it is our baby and we are interested in it. When 
Uncle Sam buys it for us, we are not interested. That is the point 
I am making. 

Mr. Hecnr. The idea of trying to get this money from the American 
people seems to be impractical. In every city in the United States 
there is a Community Chest and they try to raise all the charity money 
in their communities, and they are having such a tough time raising 
money for local charitable organizations that a negligible amount of 
money can be raised for foreign relief. I do not think the comparison 
with the amount of money that the Jews raise for Israel is a fair com- 
parison. The figure that you mentioned is very much higher than the 
aspirations of that organization. But I admit that they are raising 
large sums for Israel. 

We have tried it out, tried to get money from individual contributors 
in the United States and the campaigns haven’t been successful. They 
would be opposed by local Community Chests everywhere who are 
having a hard enough time raising money for the charitable and social 
welfare work in their own communities. 
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Sixty-two other foreign governments have been making contribu- 
tions. These governments, much smaller than ours, are giving out 
of their national budgets, out of their governmental funds, to the sup- 
port of this work. The United States is giving less than a third of 
the amount of the total funds they raised in 19 52. 

I think something like $45 million was contributed. That is, with 
the local matching contributions. 

No country gets any money unless it matches the money that is 
given by the International F und, so it isn’t a straight handout. Each 
Jocal government must give at least as much money as they get from 
the International Fund, and the United States gives not more than one- 
third of the total in the International Fund, and the matching money 
of the local governments. 

Senator Grtterre. How much is the total ? 

Mr. Hecur. In 1952—I will have to refer to the figures. For the 
year 1953 the Government has authorized $9,800,000, but that money 
has not been appropriated yet, although the other governments have 
put in their two-thirds, either put it in or committed themselves to it. 


NUMBER OF NATIONS CONTRIBUTING 


Senator Gitterre. How many other governments. were contribut- 
ing ¢ 

Mr. Hecur. Sixty-two or 63. They have contributed during the 
7 years of UNICEF. I do not know exactly how many are contribut- 
ing currently, but 62 or 63 other governments have been contributing. 
Many of them have been contributing year after year. 

[ have the exact answer to your previous question. In 1952, 34 mil- 
lion was spent by the fund. That includes the local matching funds 
and the International Fund. 

The Cramman. Any further questions ? 

Senator Giuterre. Just this question: Of that 34 million you say 
the United States has been contributing substantially one-third, and 
the other 62 nations are contributing two-thirds ? 

Mr. Hecut. Yes. Each nation has to put up at least matching 
money for the allocation of International Fund money to be spent. 

Senator Girterre. You mean the recipient nation? 

Mr. Hecurt. The recipient nation has to put up at least matching 
money. In many cases they put up one and a half or twice as much. 

I saw the work with my own eyes. I think it is the best investment 
that the United States can make. It is a relatively small amount of 
money. It is deeply appreciated. It is appreciated by the people in 
the southeastern part of Asia who might otherwise be the prey of 
communism. I am more worried about ‘Burm: 1, Thailand, and India, 
and that part of the world, than I am about any other part of the 
world. That is the key to the future of the world, I think, because, if 
communism ever takes over over there, that is the bread basket of Asia. 

The Cuarrman. All right, sir. We thank you. 

Mrs. Margaret F. Stone, representing the Citizen’s Committee for 
the United Nations International Children’s Emergency Fund, Wash- 
ington, D. C. 
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STATEMENT OF MRS. MARGARET F. STONE, REPRESENTING THE 
CITIZENS’ COMMITTEE FOR THE UNITED NATIONS INTERNA- 
TIONAL CHILDREN’S EMERGENCY FUND, WASHINGTON, D. C. 


Mrs. Stone. Senator Wiley. 

The CHarrman. It is good to see you, Mrs. Stone. Carry on in 
your own way. 

Mrs. Stone. I am Margaret F. Stone, chairman of the Citizens’ 
Committee for UNICEF, and chairman of a group of legislative 
representatives of various national organizations which support con 
tinued United States participation in the U. N. International Chil- 
dren’s Emergency Fund—UNICEF. The organizations for which I 
am authorized to make a joint statement today are: 

American Association of Social Workers; Child Study Association 

of America; Child Welfare League of America; Friends’ Committee 
on National Legislation ; National Council of Jewish Women; Na- 
tional Board of the Young Women’s Christian Associations; United 
Church Women; Woman’s Division of Christian Service of the Board 
of Missions of the Methodist Church, and Women’s International 
League for Peace and Freedom. 

Members of these organizations have had a continuing interest in 
the International Children’s Emergency Fund since it was established 
in 1946. They have followed its work on four continents and are 
informed about its program. All of these organizations have shown 
their approval of the program and the fund’s administration of it by 
voting to support continued United States contributions to UNICEF. 

As you may know, there has been a change in emphasis of the pro- 
gram since the fund started operations in 1947. From 1947-50 it was 
mostly a question of mass feeding of children in the war-devastated 
tated areas of Europe. At present the projects are concentrated in 
the underdeveloped countries of Africa, Asia, the eastern Mediter- 
ranean, and Latin America. 

Long-range programs take up 85 percent of the allocations, while 
the remaining 15 percent goes to emergency relief of children suffering 
from the effects of floods, ‘fires, famine, or other catastrophe. 


CAMPAIGNS AGAINST CRIPPLING DISEASES 


These long-range programs include mass campaigns against the 
crippling diseases of childhood, and the provision of equipment for 
loca production of insecticides, antibiotics, vaccines, and sera; nutri- 
tion demonstrations using dried skim milk, fats, fish-liver oil, et cetera, 
and alsu the provision of equipment for milk-drying and milk-pas- 
teurizing plants to assure better use of locally available milk for chil- 
dren; and last—but not least—assistance to maternal and child wel- 
fare services through equipment and supplies for rural health centers 
and other children’s institutions. These centers are used not only to 
provide direct services to mothers and children, but also as training 
centers for much-needed workers. 

-y ous the two most significant features of the fund’s operation are: 

. It brings immediate, tangible results for children by its emphasis 
on eauliehel of supplies and equipment. As a result, it has been 
outstanding as an instrument of good public relations both for the 
United States and the United Nations. 
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2. It is a self-help program, since it is built on the prineiple of 
internal matching; for example, each receiving government must sign 
a contract agreeing to furnish at least an equivalent amount of its 
own funds to the project in its country. As a matter of fact, the 
recipient countries all along have done much more than this. For 
example, in 1952 they provided funds from their own resources 
—— to $23,616,000 as against UNICEF program allocations of 
$13,329,000. That was the money actually spent on programs by the 
two kinds of countries, the contributing and the receiving countries. 


COOPERATION BETWEEN UNICEF AND WHO 


Another important factor is the close cooperation that exists be- 
tween UNICEF and the World Health Organization, the Food and 
Agriculture Organization, the Technical Assistance Administration 
of eon United Nations, and the U. N. Department of Social Affairs. 
UNICEF furnishes equipment and supplies, and the other agencies 
furnish technical aid. Through this cooperative effort, countries are 
shown how to set patterns for carrying on permanent child health 
and welfare services, 

In the Philippines today, for example, mothers can take their 
children to rural health clinics developed as an outgrowth of a train- 
ing center aided by UNICEF until September 1951. Similarly, at 
Sarawak in Borneo mothers continue to bring their children in in- 
creasing numbers to a maternal and child- health center started by 
UNICEF. 

It is a well-known fact that care is cheaper than cure, and there 
is a growing urgency the world over to stop the terrible human and 
economic waste of generations of sickly children dying or growing into 
helpless adults. 

In India, for instance, half a million people—mostly children— 
die every year of tuberculosis. Another 214 million have infectious 
cases. It has been estimated that the cost of curative facilities for 
these would be more than «a billion dollars, which is an amount equal 
to the country’s total yearly budget. India, instead, with the help of 
UNICEF and the World Health Organization, is now carrying out 
a B. C. G. antituberculosis vaccination campaign which aims to cover 
its 170 million young people within 10 years. And the cost to the 
Government—$840, 000 a year—is certs uinly small, comps ired with the 
present economic loss to tuberculosis each year and in view of the 
fact that such a program may well start a new era for the children of 
India. Examples like this could be multiplied many times. 


AMOUNT OF REQUEST 


In view of the fact that the dollars spent for UNICEF projects have 
such lasting results, I should like to comment on the figure of $9 million 
contained in the present legislation. Public Law 400 of the 82d Con- 
gress expresses the intent of Congress that contributions to UNICEF 
by the United States Government should not exceed one-third of the 
total target budget of allocations, including the matching money of re- 
cipient countries. On the basis of a yearly budget of $ $20 million in 
funds made available by UNICEF, the total budget, including match- 
ing money, would be $40 million. This is a minimum figure, as I 
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pointed out earlier, that the receiving countries have matched 
UNICEF funds many times over. One-third of $40 million would be 
over $13 million, which w ould be the proportionate share of the United 
States according to Congress’ own formula. 

I may say we haven’t give na third in the past several years. We 
haven’t given a third for 3 years now. It has been much less than 
that. 

At a time of such great tension in the world, it is doubly important 
to use money wisely for constructive purposes. The organizations I 
represent feel that there is no more constructive purpose than to insure 
healthy citizens all over the world who will have had a practical dem- 
onstration that the freedom-loving countries do care about what hap- 
pens to children. 

The Cuamman. My recollection is relation to that oe is that it 
applies to the operation of the expense of the United Nations, it 
doesn’t apply to these organizations like UNICEF. In many of those 
instances we are paying 50 to 60 percent. Our contributions are 
running up to hundreds of millions of dollars to the subsidiary or- 
ganizations. But that is neither here nor there. The matter of the 
Children’s Fund, of course, involves a small contribution on our part. 

I would like to get your reaction to what I suggested to Mr. Hecht, 
because we are sitting here not simply looking at this one little prob- 
lem, we have mutual aid running into billions of dollars. This is just 
one. We have something that seems to reach out to the great heart of 
ach one of us in this program, and here we say again, Mr. Govern- 
ment, you take it over, you make the contributions. We won't pay 
any attention to it. We don’t know anything about it. 


INDIVIDUAL CONTRIBUTIONS 


Mrs. Stoner. I think I agree with you, Senator, that we could make 
more of an appeal than we have done in the past to the citizens of the 
United States, and a start is being made along that line. 

For instance, last year, at Hallowe’en, from the headquarters of 
UNICEF, they sent out to various parts of the country a plan for the 
boys and girls on Halloween to go out and collect money for UNICEF 
instead of collecting candy and things for themselves all over the 
country. 

In many cities they did that very thing. I am not certain about the 
amount they raised, but I think they raised $1! 5,000 from what little 
children collected on their “tricks and treats.” I can verify that 
and give you the exact figure. 

In addition to that, I do feel that there could be more individual 
contributions when people over the country understand more about 
UNICEF, I think UNICEF isn’t as well known as it should be over 
the country and when it is, people will give more. 

In addition to that, I feel that we give money to other countries 
for building up their ‘armament, and to me that is important, but it 
is more imporant to build up the health of the future citizens, so that 
when they are in charge of the affairs of their country, they will realize 
what 





The Crarrman. When I represented this Government at the United 
Nations last year, I remember one of the very finest experiences that 
I had in one of the cities of my own State, when they did just what 
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you said, on Hallowe’en, instead of raising a rumpus, as the children 
do, they went out and got funds for this purpose. 

I forget how many hundreds of dollars were collected through these 
small contributions for this purpose. Here the children of America 
are made cognizant of this condition. They are not made cognizant 
of it under this procedure. It is again big Uncle Sam come across, 
and, again, it is under the U.N. 

Where do we get our valid return from the standpoint of antidoting 
communism if it is the U. N. ac tivity instead of Uncle Sam doing it? 
| would like to get that answer, because under the United Nations 
activity, we are not supposed to put up the flag of the United States, 
it is the U. N. flag and U.N. activity. After all, Russia i is a member 
and the Kremlin is a pretty active member in that organization. Do 
you see what I am getting at? 

” Mrs. Sronr. I believe Russia has not contributed to the Children’s 
Emergency Fund. 

The Cuatrman. Of course she hasn’t. There are several of them 
she hasn’t contributed to. But she is out tooting her horn all through 
the villages. 

RECOGRITION OF AMERICAN AID 


Mrs. Stronr. However, there is a parti al answer to your question, 
Senator Wiley. The fund was started in 1946 through the efforts of 
Herbert Hoover and others concerned about the condition of the chil- 
dren in Europe. Almost all of the food and pasteurization equipment 
and machinery that goes over came from the United States, and a great 
many of the children in the v illages think the whole thing comes from 
the United States. 

We have built up a terrific amount of good will in the countries for 
the United States banaue a lot of the countries really think that it is 
all received from the United States. 

The Cuarrman. What you should do is document that, because then 
this would really be a Voice of America speaking, the Voice of Free- 
dom, the voice of a Nation that has a heart as big as the universe, 
giving $30 to $40 billion since the war. But are we succeeding in 
antidoting the Communist propaganda? 

Mrs. Stone. I should like to say that approximately $60 million has 
been spent for procurement of supplies and equipment in the United 
States from the inception of UNICEF through March 31, 1953. And 
the purchasing commission assures us that all goods purchased in the 
United States bear the normal trade markings. Mrs. Grace Bok 
Holmes, who is liaison person with nongov ernmental organizations at 
UNICEF headquarters in New York, ‘has visited projects in almost 
every country where UNICEF aid has been given, and she bears 
witness to the fact that many people think UNICEF is the United 
States. She was overwhelmed by the gratitude shown her in many 
places because she was a citizen of the United States. 

The Cuarrman. There is opposition to this program, as you know. 
If you can show the practical side of this by the testimony of people 
who are on the ground, that it absolutely sells America, as it were, the 
Voice of America, the heart of America, and operates as an antidote 
to the Communist propaganda, then you have something to this where 
folks might say, “Well, maybe it is a good organization from the stand- 
point of getting that result.” 
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Mrs. Stone. May I make one more comment, Senator ? 

The Cuamman. Of course. 

Mrs. Stone. Last year there was a Communist-dominated Congress 
on the Defense of Youth in Vienna. It was held in April 1952, about 
the same time that the UNICEF board was meeting. It was felt by 
many that it was supposed to be a counterinfluence to UNICEF. 

This year invitations went out for another congress in March. W: 
haven’t heard anything about it since. No one knows whether it ac 
tually took place. But it looks to me as though it may not have, 
because the other one was reported in the New York Times after it 
took place. I know the invitations went out to this one, but nothing 
has been reported. So perhaps something is felt. 

Senator ee etter. I wanted to make this comment on the chair 
man’s suggestion made to Mr. Hecht that there has not been sufficient 
appeal made to the people themselves here in the Nation. We ar 
placed in a very difficult position. There is no question as to the 
humanitarian appeal. It wrenches the heartstrings of anyone of a1 
altruistic nature at all. 

As the chairman suggested, however, it is much easier for Senator 
Wiley or any of us to go down into our peckets and contribute from 
our personal funds than it is to sit in the position that we are in and 
say to the people of the United States they must contribute to this. 
We are taking their money. We are taking it whether they want it 
or not. We are taking their money and making a contribution. We 
are not handling our own money. 

So this question that the chairman raised, I am sure, you see is a 
very pertinent one, I think it accentuates the difficulty of the position 
we are in. 

We do not say, “Don’t you think this is a good idea to contribute 
to it?” Wesay, “We are going to take your money out of your pockets 
and give it to these other people, choos you like it or not.” 

Mrs. Sronr. Perhaps we can build up enough interest in this so 
eventually private contributions can take over, but in the meantime I 
think we cannot let the children die all over the world for lack of 
money. 

Senator Griterre. That is all. 

The Caarman, Thank you. 

Mr. W. R. Ogg, representing the American Farm Bureau Federa- 
tion. 


STATEMENT OF W. RAYMOND OGG, DIRECTOR, DEPARTMENT OF 
INTERNATIONAL AFFAIRS, AMERICAN FARM BUREAU FEDERA- 
TION, ACCOMPANIED BY JOHN C. LYNN, DIRECTOR, LEGISLATIVE 
DEPARTMENT, AND GWYNN GARNETT, AMERICAN FARM 
BUREAU FEDERATION 


Mr. Oca. Mr. Gwynn Garnett and Mr. Jack Lynn, director of our 
legislative department, are also here with me. 

The Carman. I don’t remember in the past that you were so 
modest that von had to have all this physical support. 

Mr. Occ. Well, I might say that I am very happy to have them 
here. 

The Cuatrman., All right, you may proceed in your own way. 
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Mr. Oaa. I want to thank you and the committee for the opportunity 
to appear here on behalf of the American Farm Bureau Federation. 

I have a prepared statement, but in view of the limited time which 
your committee has, I would be happy to file that and have it go into 
the record; present a summary of it orally, if that is agreeable. 

The Cwarrman. Yes, that will go into the record. I suggest you 
follow what the lady did previously, read portions of it, and let the 
rest all go into the record. Then there will be no duplication. 

Mr. Occ. I think I could give you a summary, if that would be 
agreeable, which would save time. 

First, we recognize the dangers that confront America and the free 
world. We are in accord with the objectives that President Eisen- 
hower stated in his message to Congress with respect to the mutual 
security program, in which he said: 

This program is intended “to enable the United States to carry out 
its responsibilities of leadership in building up the security of the free 
world and the prospects for peace, both for ourselves and our allies,” 
and “the basic purpose of this program is simply the long-term 
security of the United States living in the shadow of the Soviet threat.” 

As we study this program, we do not believe that either the past 
program or the present program is adequate to achieve these objec- 
tives. Later I would like to point out specifically why, and give some 
specific recommendations, 


COMMUNIST CONSPIRACY 


Before doing that, I would like to take just a few moments to point 
out a few basic facts. First, we think it is important to recognize—and 
I am sure your committee does recognize—the nature of this world 
struggle with the Communist conspiracy to destroy our freedom. It 
is divided into three phases. First, there is the military phase, build- 
ing up adequate military defenses to prevent aggression. 

Secondly, there is the economic phase, building up in the free world 
sufficient economic strength to support an adequate defense effort, and 
at the same time to maintain a strong and free economy in the free 
world. 

Thirdly, there is the ideological struggle between two conflicting 
ways of life—a struggle for the allegiance of the peoples of the world 
to two conflicting philosophies. 

Taking up the first phase very briefly, the military phase, we recog- 
nize the absolute necessity to build up sufficient strength to prevent 
aggression. We favor the collective security principle. We believe 
that by collective action the free nations can have a more secure defense 
at lower cost. 

We would like to recommend, however, that greater emphasis be 
placed on dollar aid to other countries to develop their own defense 
establishments within the pattern of the mutual security program, 
instead of furnishing such a large percentage of our military aid in 
the form of military equipment and hardware. 

For example, we understand in this proposed program, approxi- 
mately $4 billion out of the $4,700,000,000 in military aid, is for 
defense military aid and training. We believe a greater emphasis on 
helping these countries to help defend themselves in the long run 
would not only contribute to the greater security 
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The Cuarrman. That is the program. That is offshore procure- 
ment, most of which goes into offshore procurement. 


EMPHASIS ON OFFSHORE PROCUREMENT 


Mr. Oac. We would like to see more emphasis on that and less on 
furnishing equipment manufactured here and furnished in form of 
grants. 

The Cuarrman. What is the percentage that goes to offshore pro- 
curement ? 

Mr. Garnetr. About $1 billion, I believe. 

Mr. Oca. Passing to the second point, the economic phase, our chief 
criticism of the proposed mustual security program, is what seems to 
us to be the preponderant reliance on military preparation for mutual 
security. Out of a total of $51, billion for this program, all but $550 
million are for military weapons and defense support and other mili- 
tary defense measures, and only a little over one-tenth for technical, 
economic, and development: al purposes. 

We believe that, if we depend only upon building up military 
strength in the free world, we will fail in this effort to attain security 
and to defeat communism in its effort to destroy our freedoms, and all 
that we hold dear. We think that security 1s not alone a state of 
military ccalidaedn We believe it involves, first, the creation of 
the will and the determination of the peoples to defend themselves; 
and secondly, as the President has said, and I am sure you agree, we 
must keep not only our own Nation strong but our friends and allies 
around the world must build up a sufficient strength to support an 
adequate military defense and at the same time provide a healthy 
expanding economy. 


BIPARTISAN COMMISSION 


We realize—and I am going to be very frank—that not all of 
the kind of program I am speaking of can be accomplished in this 
bill. We realize the practical difficulty of making all the necessary 
changes in this program that we would like to see made in it in the 
time that is left before adjournment of Congress. That is why, Mr. 
Chairman, because of the great importance of this, not only to us, 
but to every free country, the American Farm Bureau recommended 
the establishment of a bipartisan commission by Congress to study 
this entire set of problems, the Mutual Security program, our whole 
foreign aid program, our foreign trade problems, and the related 
problems i in our foreign economic relations, with the idea of coming 
up with a well-coor dinated program that would be most effective. 

We believe that the time has come when we must take a new look 
at all of these programs and try to develop a more realistic and effec- 
tive program. We recognize there isn’t time enough between now and 
the end of this session of Congress to do that and to pass the neces- 
sary legislation. So we were very pleased, Mr. Chairman, when the 
President sent the Congress recently a special message recommending 
such a bipartisan commission and that the Senate has alres ady given 
its approval to a joint resolution setting up such a commission. 

We believe that this commission can make a real contribution to 
developing a more effective program of mutual security in its broad- 
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est aspects and enable the free world not only to survive but to be 
prosperous and to maintain its free institutions. 

I want to make clear when I criticized a while ago the great pro- 
portion of this appropriation which is to go into military effort, that 
we are not suggesting the continuation of a permanent scheme of 
large handouts or financial grants as a solution to this problem. What 
we are talking about is the development of a program by which the 
free nations who are in this struggle with communism can develop 
ways and means of trading among themselves on a mutually profitable 
basis and strengthening and building up their economies, especially 
in the underdeveloped areas of the world, so that they cannot only 
defend themselves, but that they can live in decency and prosperity 
and their peoples can have a decent standard of living without con- 
tinued dependence on outside financial help. 

We realize that cannot be done overnight, but we would like to 
see that kind of a program, and we believe it is essential in order to 
defeat not only aggression and preserve our prosperity, but also to 
defeat the ideological propaganda warfare of the Communists to 
-apture the support of hundreds of millions of people in these great 
underprivileged areas. 

Having said these things, Mr. Chairman, I would like to spend the 
rest of the few minutes I have in presenting our specific suggestions 
to your committee as to ways and means by which we believe the 
current program can be improved, and how we can, pending the studies 
of this commission in this interim period between now and next year, 
make some real progress in the directions I have just indicated. 

We believe that much can be done. 


RECOMMENDATIONS OF FARM BUREAU 


First, as to the Mutual Security Program, we believe that to the 
extent economic aid is provided in this program, it should be concen- 
trated primarily toward the objective of helping to develop a free 
world economy and should place major emphasis on the encourage- 
ment of private capital and the encouragement of a greater flow of 
private investments to help do this job. 

Secondly, we believe that a different system than the present one 
of generating counterpart funds for economic aid could be put into 
operation. We believe, for example, that the United States should 
accept payment for the goods that are provided under economic aid 
in the most convertible currencies and use these currencies by mutual 
agreement with these countries for 1 of 2 purposes, first for loans 
through the credit agencies of the country to increase their produc- 
tive capacity to improve productivity and to promote trade among 
all participating nations; and second, to use it to pay our contribu- 
tions for cooperative establishments, the maintenance of our troops 
abroad, the building of stockpiles of strategic materials, and so forth. 

We believe that this would give more flexibility to us in focusing 
counterpart funds on projects that would contribute to the maximum 
extent to the objectives of this program. 

Third, as I stated awhile ago, we would like to see in the military aid 
more emphasis and greater proportionate funds devoted to offshore 
procurement and aiding friendly nations to build their own defense 
production, because this will not only help them defend themselves, 
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but in this interim period until more basic measures can be put into 
operation, it will provide them with dollars which will help bridge 
this dollar gap which still exists and will help maintain the flow of 
trade between the United States and these areas for goods they need 
to buy and we need to sell. 

The fourth suggestion is that we utilize a substantial portion of 
the excessive stockpiles of United States farm products within the 
framework of the Mutual Security Program to help it attain its 
objectives. 

It has never been the policy of the American Farm Bureau to use 
foreign-aid programs to unload our surpluses, to force them, on other 
countries, We opposed amendments, as you know, in 1950 to earmark 
funds for that purpose. Weare not suggesting that type of a program 
now or that it be used in that way. 

Furthermore, I want to make clear that the American Farm Bureau | 
has repeatedly and consistently and vigorously opposed the rigid high- | 
price supports without regard to demand, and that these have been an | 
important factor in accumulation of the enormous surplus stocks that 
the Commodity Credit Corporation now has. We have already built 
up approximately $3 billion worth of farm commodities; that is to 
say, the Commodity Credit Corporation either owns or has purchase 
agreements for approximately that amount of farm commodities. 

We are told that before the end of the year it may either own or 
have purchase agreements or loans on as much as 41% or 5 billion 
dollars’ worth of farm products. 

That is going to be a serious problem for the United States to face. 
Something has got to be done about it. We believe that at the present 
time we could use a substantial quantity of these surpluses to help 
promote the objectives of the Mutual Security Program and help 
remove this mountainous burden of surpluses. We are suggesting, 
therefore, that consideration should be given to using up to a billion 
dollars of these stocks of the Commodity Credit Corporation to rein- 
force our Mutual Security Program, but I want to make clear, we do 
not want to force these surpluses, or dump them, on other countries. It 
should be on a voluntary basis and should be worked out by mutual 
agreement through the facilities of the Mutual Security Administra- 
tion. 

If I may, I would like permission to ask Mr. Garnett, my associate, 
to illustrate just briefly how this might be used effectively. 

The Cuamman. How much time do you want? We have five wit- 
nesses after you, sir. 

Mr. Oaa. I think the rest of my statement will be very brief, Mr. 
Chairman, a very few moments. However, if you do not wish to take 
the time, I will pass on to the other suggestions. 

The next major recommendations, sir, that we would like to present 
to this committee relate to the technical assistance program, which we 
regard as the third major part of the Mutual Security Program for 
the free world. 

I have discussed the military—— 


USE OF SURPLUS AGRICULTURAL COMMODITIES 


Senator Tosry. May I ask a question. I came in late and I apologize 
that I didn’t hear the whole of your statement. I know you are 
familiar with the problems of farmers in this country. I feel it isa 
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cardinal sin for this Government of ours to buy up the great surpluses 
and let them rot and spoil in this country when people are starving all 
over the world for food. Why don’t you recommend a law that gives 
these things away to people of the world instead of spoiling here? 

Mr. Occ. What we are recommending includes authority to utilize 
up to a billion dollars of such commodities—not as outright gifts, 
but in a way we believe will be doubly effective. 

Senator Torry. Isn’t it a sin to keep this stuff rotting and spoiling 
here, and not doing anybody any good ¢ 

Mr. Oge. I think it is not a sound policy. 

We also believe, Senator, that we should take steps in our domestic 
program to correct the basic causes which cause these things to pile 
up. The position of the American Farm Bureau Federation is that 
the rigid support price without relation to demand is a major factor 
in causing an undue accumulation and that the basic causes of this 
trouble should be corrected. 

Senator Toney. Thank you very much. 

Mr. Oca. Until that can be done, we think this other approach of 
using these stockpiles as I have indicated should be considered. We 
are suggesting that you authorize and direct that it be done in this 
legislation. 

In respect to the technical assistance program, we believe that this 
program can make a very major contribution in the long run to 
defeating communism in the underdeveloped areas of the world by 
helping to raise the standards of living and to develop the economic 
resources not only so they can defend themselves, but so they can 
have a decent standard of living. We believe also that this program 
can make a great contribution to solving the so-called dollar shortage 
in the world by helping to develop their purchasing power and 
providing a basis for expansion of multilateral trade. 

They have vast potential purchasing power. In helping to develop 
a greater foreign trade on a sound basis, it can make a major con- 
tribution in the long run to solving the unbalanced in trade among 
the free nations. 

We would like to respectfully recommend, first, that this program 
should give major emphasis to technical training and demonstrational 
types of programs. It should not be used as a disguised economic 
grant program. We recognize the need for economic aid and for 
private investments on the one hand, but we think that to the extent 
economic aid is needed, it should be kept separate from the technical 
assistance program. 

Second, we believe it ought to be based on bona fide requests from 
the countries, and it should not be used as a vehicle for getting addi- 
tional funds for economic grants. 

Third, we believe that maximum use should be made of agencies 
like the Department of Agriculture, especially the foreign agricul- 
tural service, and the land-grant colleges, in providing this technical 
assistance in agriculture, because they have the know-how, and they 
can save us a lot of terrible mistakes if they are utilized to a greater 
extent. They are being used now, but we are saying we want to see 
that policy continued and extended. 

Fourth, I mentioned, and I would like to emphasize again that we 
would like to see the military-aid program, the technical assistance 
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program and economic aid kept in three separate categories and not 
get. intermingled. We believe that this is particularly important 
in technical assistance because of the dangers in the underdeveloped 
areas that they will get the idea that this technical help is just a part 
of our military effort. 

We believe, pending the outcome of the bipartisan commission’s 
studies and recommendations, that it is very important in the interim 
to renew our trade agreements program for 1 year, without crippling 
amendments. We believe that legislation to simplify our customs 
procedure should be enacted at this session. We believe that we 
should ratify the revised wheat agreement. We believe we should 
strengthen our foreign agricultural service to promote our exports. 
We believe this Congress can do these things in the interim to help 
promote the broad objectives I have mentioned. 

That concludes the specific recommendations that we would like to 
present to your committee. 

If you would give us 2 or 3 minutes, I would like to have you hear 
Mr. Garnett. He has just been to India and has seen at first hand 
what can be done through technical assistance to implement a security 
prgoram. 

The Cuairman. All right, I will give him 5 minutes. 

We have these other people waiting. You have had a half an 
hour now. 

As I say, we have these others coming. After all, there are only 
two of us here, and part of the time there is only one, myself. If this 
goes into the record, those Senators who are not here will have to 
study it. That is why I suggested that the placing of the state- 
ments in the record ac complishes the same purpose, not that we want 
to be too arbitrary in these matters. But you understand time is 
relatively short and is really of the essence. 

Senator Tosry. When he says two of us are here, he is correct 
numerically, but quality counts sometimes more than quantity. 


ENDURING ALLIANCES 


Mr. Garnerr. I want to comment just briefly on the position of 
the American Farm Bureau that they have considered this problem 
of the United States foreign relations in considerable detail and 
their conclusions are about lke this: 

With only about 7 percent of the world’s population in a rather 
hostile world, it is essential that the United States have long-time, 
enduring alliances. The great industrial nations of Europe and 
Japan are the important nations to keep in that alliance. But when 
we look at the economies of those great nations, such as Great Britain, 
Germany, France, and Japan, those economies are not complimentary 
with that of the United States. They are both great industrial na- 
tions. To live, they have to export great quantities of steel. ‘There 
isn’t the possibility for them to sell those quantities they need in the 
United States to buy the food and the cotton and whatnot that they 
need here. 

Therefore, the Farm Bureau position comes to be about this: In 
order to hold these great industrial nations, who are important allies, 
into a long-term and enduring alliance, the only possibility is to in- 
corporate them into an expanding free world economy that includes 
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the underdeveloped economies of south and southeast Asia, of Africa 
and of South America. We believe that the technical assistance pro- 
gram is certainly an imports int part in developing those economies, 
so that they can help to increase production and expand trade and 
help tie all of these nations together. 

We also feel that there is a certain amount of capital that is going 
to be needed in order to develop this expanding economy and that 
by the nature of things a considerable portion of that will probably 
have to come through the United States. We believe that the pro- 
eram of the Mutual Security should be one to help to facilitate the 
flow of private capital into ‘making that expansion and where that 
is insufficient, after every possibility has been explored, then certain 
Government capital, perhaps, will be necessary. 

The program that we have recommended here is that we simply ask 
that this committee give consideration to the use of up to a billion 
dollars of these growing surpluses, to sell these commodities in co- 
operating friendly countries for local currencies and to use those 
currencies to reinforce the whole Mutual Security Program, to direct 
them particularly to increasing produc tion and increasing trade that 
will help to lace all of these allied nations together. 

We feel that the great weakness of the present program is that it does 
not take into account the economic needs of the nations, that it is 
essential for us to have in a long-time, enduring alliance. 

I thank you. 

The Cuarrman. Thank you, sir. 

Mr. Oca. Thank you very much. 

Senator Tosry. Did you just come back from abroad ? 

Mr. Garnett. Yes, sir. 

Senator Torry. You went to India? 

Mr. Garnett. Yes. 

Senator Toney. What other countries? 

Mr. Garnett. I have lived in Europe a good many years. 

Senator Tosry. Have you had conversations with the people and 
official over there? Is there manifested there a spirit of sincere grati- 
tude for America for the help we are giving them, or is there an 
indifference and a prejudice of the “havenots” against the “haves”? 

Mr. Garnett. I didn’t find anyone bubbling over with gratitude. 

Senator Toney. You ought to have. They ought to be grateful. 
What is the matter with these people? No nation ever gave away 
what we gave away over there freely ? 

Mr. GARNETT. They do not always know, sir, that this aid comes 
from the United States. 

Senator Torry. Some of my colleagues in the Senate have said 
that we do not get a bit of credit for what we did there under the 
Marshall plan. I was in Berlin, in both the east and west sides, and 
I's saw a building being rebuilt on which there was a sign reading, 

“This building being rebuilt by American money through the Mar- 
shall plan.” . 

Those are ae you cannot laugh off. 

Mr. Oca. I spent 3 years in E urope. I think I could testify so far 
as Europe is concerned that there is much gratitude there. For ex- 
ample, I went out to a little isolated village about 20 miles west of 

Salonika, Greece, unannounced. One poor fellow came up, when he 
found out I was from America. Tears were rolling down his cheeks 
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and he was pressing my hand, and so on. What he was saying was 
that he wanted to thank through me the American people and the 
American Government, for all the help they had given his people. 
He said, “America is like Jesus Christ” 

Senator Tosnry. Americans don’t want praise and thanks, but it is 
natural that, when we act as the good samaritan in the spirit of 
Christianity, as I see it, that they should be grateful to us, instead of 
being prejudiced against us. 

Mr. Oae. Of course, there are some that do not know very much 
about the extent of our aid, as Mr. Garnett says. 


SOURCES OF FOOD SUPPLY 


Mr. Garnerr. If I may add a point, my observations naturally 
deal with agriculture in these foreign countries, and their food supply, 
and I find this, in answer to your question specifically : 

For instance, in Germany and the United Kingdom, where I am 
most familiar, the people there are preoccupied with where they are 
going to get their supplies of food. Germany needs about 3 million 
tons of wheat a year. There is a tremendous problem as to where 
they are going to get their exchange in order to buy that. Of course, 
they are pressured from Eastern Europe, if they only will make the 
products of their factories available, the Communists will sell them 
wheat and the foodstuffs that they need. So by reason of their pre- 
occupation with how they are going to live during the months and 
years ahead, that more or less covers up some of the gratitude. 

One other point: In India, where we sent over $196 million of wheat, 
as far as the individual Indian was concerned, he paid the full rupee 
amount of that. It wasn’t any gift. It obscured the fact that there 
was this gift between nations which never percolate down to the 
individual Indian. 

Senator Tosry. Thank you. 

(The prepared statement submitted by Mr. Ogg follows:) 


STATEMENT OF W. Raymonp OacG, Director, DEPARTMENT OF INTERNATIONAL 
AFFATRS, AMERICAN FARM BUREAU FEDERATION, CONCERNING Foretan Arp L&o- 
ISLATION TO SENATE COMMITTEE ON FOREIGN RELATIONS, May 23, 1953 


Mr. Chairman and members of the committee: I wish to express appreciation 
to the committee for the opportunity to appear here today to discuss the Mutual 
Security Program—a subject which vitally affects the security and well-being 
of every citizen in our Republic and the entire free world. I appear here on 
behalf of the American Farm Bureau Federation which represents in its mem- 
bership approximately 1,500,000 farm families in 47 States and Puerto Rico. 

We are in full accord with the objective of the Mutual Security Program as 
stated by President Eisenhower which is “to enable the United States to earry 
out its responsibilities of leadership in building up the security of the free 
world and the prospects for peace both for ourselves and our allies” and the 
attainment of “the long-term security of the United States living in the shadow 
of the Soviet threat.” 

We do not believe, however, that the present program is adequate to achieve 
these objectives which are of such paramount importance to the security and 
prosperity of America and the rest of the free world. I will endeavor to point 
out later in what respects we consider the program inadequate and to present 
our specific recommendations. 

Before discussing particular aspects of the program, I wish to make it clear 
that we recognize the grave dangers confronting America and the rest of the 
free world and the responsibilities of leadership which destiny has placed upon 
the United States as the strongest Nation in the free world. 
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We accept with the utmost seriousness the solemn warnings of the mortal 
peril confronting our country and the rest of the free world, that have been 
viven by persons im the positions of highest leadership. 

We believe it is essential to recognize the nature and extent of the threat 
to our security and to our liberties and free institutions. 

We are confronted with a worldwide conspiracy of the Communist rulers of 
Soviet Russia who are seeking by aggression from without or within the free 
nations to destroy the freedom and security of freemen throughout the world. 

This crucial struggle between the Communist conspiracy and the free world 
is divided into three phases: 

1. The military phase which includes the development of adequate measures of 
defense by the free nations to prevent or repulse aggression and to preserve peace 
and security. 

2. The economic phase which is the development of effective measures of inter- 
national cooperation by the free nations to enable them to support an adequate 
defense effort and to maintain a free, expanding, and prosperous economy. 

3. The ideological struggle for the minds and allegiance of the peoples of the 
world—a struggle between two opposite and conflicting philosophies and ways 
of life. 


1, MUTAL DEFENSE PROGRAM 


We recognize the critical and urgent importance of building up sufficient mill- 
tary strength to provide security against aggression. 

We strongly support the concept of collective security through the mutual 
efforts of the United States and other free nations through such agencies as the 
North Atlanie Treaty Organization and the Organization of the American States. 

America to be secure must have strong and resolute allies. The same thing 
applies to every one of the free nations. In the face of the worldwide threat 
of Communist aggression, no single nation is strong enough alone to provide 
adequate security for its people and its institutions. 

The United States and cooperating nations can provide far more effective 
defenses at much less cost through collective efforts than would be the case if 
each nation tries independently to build up its armed forces and equip them. 

The development of regional defense organizations of free nations for mutual 
security can greatly increase the security of the free world from aggression. We 
should continue to encourage and aid collective defense efforts such as the Euro- 
pean Defense Community to build up a European army instead of separate 
national armies. 

Encouraging progress has been made toward European unity. The Schuman 
plan to create a free market for coal, iron, and steel for 6 European countries 
with a population of over 150 million people is now a reality. Instead of tight- 
ing over these resources as in past generations, they are sharing these resources 
in a common market. The European Defense Community to create a single 
European army is on the way toward enactment, we hope. A plan to create a 
political federation of European states, something akin to a United States of 
Kurope with authority to reduce trade barriers and create a single market to 
provide for free movement of goods, capital, and peoples has been drafted and 
is now in the process of consideration. The attainment of such an objective 
would greatly strengthen Europe and enable it to attain a more secure and 
prosperous Europe. Considerable work has been done to create also a single 
market for agricultural products with progressive elimination of trade. 

We wish to recommend that greater emphasis be placed upon extending dollar 
aid to other countries to develop their own defense establishments and their own 
production facilities, as far as practicable and within the limits of military 
security instead of the United States furnishing such a large part of its military 
aid in the form of military equipment and hardware produced in the United 
States. This will not only strengthen their capacity to defend themselves, but 
the dollars supplied for this purpose will help relieve the shortage of dollars 
until more basic steps can be taken to close the dollar gap. 


2. BUILDING ECONOMIC STRENGTH OF THE FREE WORLD 


Our chief criticism of the Mutual Security Program which the committee has 
under consideration is its preponderant emphasis and reliance upon military 
preparation for mutual security of the free world. Of the total funds requested 
aggregating approximately $5,250,000,000, all but $550,000,000 are for military 
weapons and for support directly to the defense efforts of our allies. A little 
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over one-tenth of the funds are for technical, economic, and developments! 
purposes designed to promote the more effective use of the economic resources of 
the free nations. 

As I have already stated, we do not discount the imperative necessity for the 
free world to build up its military defenses as rapidly as possible. This is essen- 
sential for the survival of the free world. 

But we wish to stress our conviction that building up military strength alone 
is not enough to assure the security of the United States and the rest of the free 
world. In this crucial worldwide struggle with militant communism, if we rely 
solely upon military strength, we shall fail. 

Security is not alone a state of military preparedness. It requires also the 
creation of the will and determination of free peoples to remain free and to 
defend themselves. America and the other free nations must build up their 
economic strength in order to support adequate defense measures and at the 
same time provide prosperous and expanding economies. Finally there is the 
task of winning the ideological struggle with the Communists for the minds and 
allegiance of the masses of people. This is a particularly critical and erucia! 
problem in great areas of the world where hundreds of millions of people living 
in underdeveloped areas are living in wretched poverty and misery, a constant 
prey to the wiles of Communist propaganda. 

We recognize that the attainment of these objectives requires a long-term 
program. It also requires cooperative efforts by the free nations. It cannot bx 
done alone by the United States or any other single nation. 

We believe that our international economic relations at this stage of the world 
struggle are vitally important to our national security and domestic prosperity. 
America, with only 7 percent of the world’s population and about one-half of 
the world’s industrial production, cannot be secure against the Communist threat 
without long-term United States economic and defense arrangements with the 
nations of the free world. Such arrangements must recognize the vital economic 
needs of all nations so joined together. They can be bound together in an en 
during defense arrangement only if America and the other cooperating nations 
of the free world are made mutually benefitting partners in an expanding free 
world economy. 

This requires that the United States exert its leadership to develop, in co- 
operation with friendly nations, sound policies and measures of international 
cooperation directed toward systematic abandonment of the maze of restrictions, 
overproduction, distribution, and utilization of goods, services, and investments 
throughout the world; the encouragement of private investments and the free 
flow of capital between nations; the expansion of international trade as an 
outlet for the increasing productivity of farms and factories; the convertibility 
of currencies and other measures to strengthen the economies of America and 
the other free nations. 

To endure, our international relations must be based on sound economic co- 
operation and self-respect. It requires a relationship based on a sound trade 
policy, rather than continued dependence upon economic aid. 

Since the end of World War II the total foreign aid extended by the United 
States just about equals our excess of exports over imports. What we have 
been doing in effect is giving away dollars to pay for our excess of exports over 
imports. For example, in the case of agricultural exports, during the past 4 
years, an average of 33.5 percent of our exports of wheat and flour, 42.7 percent 
of our coarse grain exports, 18 percent of our fats and oils exports, 43.4 percent 
of our cotton exports, and 47 percent of our tobacco exports have been financed 
directly by foreign-aid programs. ‘This does not take into account the subsidies 
of wheat exports under the International Wheat Agreement which aggregated 
during 4 years about $580 million. 

Obviously we cannot continue to give away the dollars to maintain our export 
outlets. Our customers must be able to earn sufficient dollars, either directly or 
indirectly, to pay for the goods they need to buy from us, and which we need to 
sell them. If we are to maintain a high level of exports we must recognize that 
trade is a two-way street. If we want to export we must be willing to import 
and do the other things necessary to put our trade on a sound basis. Of course, 
you understand the trade that I am referring to is much more complicated than 
the United States buying directly from one country everything it has to sell and 
our shipping them goods we have to sell in exchange. The two-way street idea 
invisions multilateral trade involving the exchange of goods and services, and 
encouraging investments among the free nations of the world. 
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In light of these facts it seems to us that we have about 3 alternatives, (1) 
we can continue to apprepriate large amounts of money for our foreign-aid pro- 
grams, (2) we can reduce our domestic production, (3) we can, through trade, 
foreign investments, the purchase of services, tourist travel and other methods, 
make available to our customers the opportunity to earn their way and continue 
to be purchasers of United States products, both industrial and agricultural. It 
seems Clear, and it is the stated view of the American Farm Bureau Federation, 
that the first alternative cannot be permanent. With regard to No. 2, reducing 
production domestically, if we follow this alternative in agricutture it means 
acreage control, marketing quotas and other restraints on production, marketing, 
and prices, which ultimately will lead to less income for farmers. We believe 
way can be found to make alternative No. 3, trade, work on a sound basis and we 
sincerely believe this is the course for the United States to follow. 

We believe that the proper approach to this problem is through policies which 
will promote a mutually advantageous exchange of goods and services, plus in- 
creased foreign travel and investment on a multilateral basis. 

There is another important reason why the solution of this trade problem is 
of vital importance to our own security and that of the free world. Communist 
Kussia is busily engaged in trying to drive an economic wedge between the United 
States and the other free nations. 

For example, Western Europe depends on imports for one-third of its present 
food supply. They also have to import all of their cotton and most of their 
tobacco from outside sources. These people, particularly in Western Burope, will 
seek sources of supply for their food and fiber in order to meet their require- 
ments. It seems to us that it is to our advantage in America, both economically 
and politically, to continue to export our food and fiber to these free nations in 
Western Europe and other parts of the world. 

Already there are evidences accumulating that the countries in Western Europe 
as well as Asia are seeking their food and raw material supply from the Iron 
Curtain countries. Because Western Europe is unable to earn sufficient dollars 
through exports of goods and services to the United States, it is turning to the 
Iron Curtain countries for agricultural products and industrial raw materials. 
The Communists are willling to trade these goods for manufactured articles. 
Chis kind of trade relieves the manufacturing capacity in Russia and permits her 
to build war material. It aggravates our problem of surpluses and causes undue 
price declines in our market. Perhaps one of the most important aspects of this 
problem is that it tends to drive an economic and political wedge between the 
United States and other free nations and thus weakens the very foundation for 
our collective security. 

It is all for these reasons that the American Farm Bureau Federation, at its 
last annual meeting, recommended the creation by Congress of a bipartisan 
commission—somewhat similar to the Hoover Commission on Government Re- 
organization—to study these problems and to develop recommendations. We 
were pleased that President Eisenhower recently recommended to Congress 
the creation of a bipartisan commission for such purposes and that the Senate 
has already passed Senate Joint Resolution 78 for this purpose. We sincerely 
hope the measure will receive early approval by the House. 

We recognize that it is probably not possible in the time remaining in this 
current fiscal year which ends on June 30, for the President and Congress to 
develop the necessary changes in legislation, policies, and programs to carry out 
the kind of program which we are suggesting for consideration. We believe 
the proposed bipartisan commission can be of great assistance in formulating 
such a program in time for enactment by the next session of Congress. 

In the meantime, much can be done in the way of interim actions to cope with 
serious economic and trade problems that are confronting the United States 
and the rest of the free world. As interim measures we wish to submit the 
following recommendations: 

1. Mutual-security program.—Pending the study of the proposed commission 
of basic overall recommendations to deal with the problems of foreign aid, for- 
eign trade, and other foreign economic problems and policies, we recommend 
the following interim actions in the pending legislation: 

(a) That the Mutual Security Program devote its efforts in the economic 
field primarily to helping to develop a free world economy in which the United 
States and all friendly industrial and underdeveloped nations can live and 
maintain dignity and sound economies ; 

(b) That prime reliance be placed upon encouraging private capital and ex- 
panding trade to do this job. Mutual Security Program should emphasize the 











624 MUTUAL SECURITY ACT OF 1953 


expansion of mutually profitable trade, rather than continued dependence upon 
aid and should look to the early liquidation of its operations as soon as trade 
has expanded sufficiently ; 

(ce) The United States should accept payment for goods made availab|e 
through this program, in the most convertible currencies and such currencies 
should be used by the United States for (1) loans through credit institutions 
in participating countries to increase production facilities and encourage inter 
national trade and (2) payment of United States obligations for cooperative 
defense establishments, the maintenance of United States troops abroad, stock- 
piling of strategic materials and other United States Government expenditures 
abroad. We believe that this approach would give much more flexibility to the 
present method of generating and utilizing counterpart funds and would make 
it possible to focus utilization of these funds more effectively on projects which 
will contribute to strengthening the economy of participating countries and 
facilitating an expansion of trade in the free world. 

(d) Utilize excessive stockpiles of United States farm products within the 
framework of the mutual security program to help attain its objectives. 

Earlier I mentioned the creation and work of the proposed bipartisan foreign 
economic commission. We have great hope that the commission will be able to 
recommend to the Congress the means to harmonize overall United States 
domestic and foreign economic policies with our national security objectives. 

However, there is a major problem which we believe should be brought before 
this committee for action before the proposed bipartisan foreign economic com- 
mission will have time to consider its solution. 

It has never been the policy of the American Farm Bureau Federation to seek 
to use foreign-aid programs as a means to unload United States farm surpluses. 
On the contrary, AFBF has repeatedly opposed all efforts to earmark aid funds 
for.farm products. In 1950 we opposed amendments to earmark such funds in 
1950. The record of our opposition to such practices is clear. Furthermore, the 
American Farm Bureau Federation has repeatedly and consistently opposed 
rigid high-price supports without regard to demand, which programs have led 
to the accumulation of dangerously high agricultural stocks owned and under 
purchase agreement by the United States Government. The record of our oppo 
sition to these programs is clear. 

However, in spite of our opposition to practices which result in surpluses, in- 
vestments of the Commodity Credit Corporation in farm products owned or 
under purchase agreement is now more than $3 billion and may reach from $41%4 
to $5 billion by the end of this year. These surpluses, which might have been 
avoided by a flexible price-support program, are a reality. They create a major 
problem with which the United States must deal this year. The testimony that 
has been presented to your committee refers again and again to the need for food 
and consumer goods to raise living standards among the people of cooperating 
nations. 

While we still oppose the domestic policies which have led to the farm sur- 
pluses and oppose the use of foreign-aid programs as a means of unloading farm 
surpluses created by unwise domestic policies, we believe these surpluses shonld 
be disposed of in a way to get maximum value received for the United States. 
We believe it is possible to do this by developing a thoroughly sound program 
which would use up to a billion dollars of CCC stocks to reinforce the United 
States Mutual Security Program. Farm products sold, for example, to coun- 
tries operating under agreement with the Technical Assistance Administration 
and dependencies of NATO countries might generate local currencies for the 
full equivalent of the United States investment for use to strengthen the 
Mutual Security Program and at the same time avoid the risk of a release of 
CCC stocks at low prices later on and without accomplishing any useful United 
States objective. 

We recommend that your committee consider authorization to sell up to a 
billion dollars worth of Commodity Credit Corporation stocks through private 
traders in cooperating countries at maximum prices the market will bring. The 
proceeds of such sales could thus be used to reinforce the Mutual Security Pro- 
gram by providing capital for increasing production and trade among all co- 
operating nations. 

We wish to make it clear that we are not proposing to use the Mutual Security 
Program to dump these stocks on other countries. Their participation in this 
program would be entirely voluntary and by mutual agreement between them 
and the United States, in the regular processes of administering this program. 

2. Other interim measures on which we recommend early action and which 
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we believe will contribute to economic strength and security of the free world 
ire: 

(a) Extension of the Trade Agreements Act for another year, without amend- 
ments, pending recommendations of proposed bipartisan commission ; 

(b) Enactment of legislation to simplify customs regulations and procedures ; 

(c) Medifieation of “Buy American” legislation to enable friendly nations to 
increase their dollar earnings. 

(d) Immediate action to be taken to negotiate reductions reciprocally of 
United States duties in excess of 25 percent ad valorem and to encourage fur- 
ther reductions in trade barriers among all cooperating nations; 

(e) Encouragement and assistance by the Export-Import Bank to promote 
the expansion of international private trade, by means of credit where private 

‘edit is not available at reasonable rates ; 

(f) Ratification of the revised International Wheat Agreement ; 

(7) Strengthening of the Foreign Agricultural Service through providing 
more funds to obtain experienced personnel to promote agricultural exports, 
strengthening the informational services to exporters, and giving agricultural 
attachés comparable status with Treasury and military attachés by transferring 
them from the State Department to the supervision of the Secretary of Agricul- 
ture. 

3. Technical assistance.—The third phase of the mutual-security effort is the 
technical-assistance program, especially to aid in the economic development of 
underdeveloped areas of the free world. This part of the program can make 

reat contribution to the attainment of the economic objectives of the Mutual 
Security Program. 

It should be designed to offer underdeveloped friendly nations technical train- 
ing and demonstrational services. It should aid and facilitate economic develop- 
ment but it should not be used as a vehicle to obtain funds for economic aid, 

We consider it also very important to keep this program separate from the 
military aid program. We therefore strongly urge that United States technical 
assistance be administered by one agency which maintains its own identity as an 
American program with its own budget and with complete authority over all 
phases of the program. Placing the technical assistance program under tbe gen- 
eral supervision of the Director of Mutual Security Administration will permit 
coordination of all technical-assistance programs but we reiterate the importance 
of keeping this program separate and distinct from military aid. Otherwise, we 
will play right into the hands of Communist propagandists in other countries who 
are already spreading a flood of propaganda that the United States aid programs 
are imperialist schemes of America to rule the world, 

Likewise we believe every effort should be made through cooperative arrange- 
ments to coordinate the United States program of technical assistance with 
cooperative efforts of the United Nations and the FAO to which the United 
States is making a major contribution. 

We especially commend the policy which has been established in the technical 
assistance program to utilize the faciilties of the United States Department of 
Ageiniture, the land-grant colleges of the various States and the overseas agri- 
cultural attachés of the foreign agricultural service. We believe this principle 
should be continued and extended so as to utilize these facilities in the agri- 
cultural field to the maximum extent practicable. 

United States technical assistance should be based on genuine requests by 
participating countries and bona fide local, financial, and other supports. Since 
it is obvious there is a limit to what participating countries can do and the extent 
to which the United States can supply aid, it is essential that technical assist- 
ance be based upon the development of a well-considered program of economic 
development with a schedule of priorities for specific projects to be undertaken, in 
order that the maximum results can be attained at minimum cost and time. 

We believe that a long-range program of technical assistance to facilitate eco- 
nomie development of underdeveloped areas can make a major contribution to 
bringing about a better balance in international trade among the free nations, 
The United States and other countries need many products, especially raw ma- 
terials. The development of these resources and the expansion of exports to 
the dollar area and elsewhere can supply dollars to bridge the dollar gap between 
the dollar areas. These areas have large supplies of products which the United 
States and the rest of the world needs. If these resources and the export trade of 
these countries can be expanded, it will contribute to a better balanced world trade. 
Also the development of the Nation’s resources and the raising of incomes and 
purchasing power of the masses of people through increased production and 
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productivity will open up a vast market for goods produced in these countries 
and produced by the rest of the free world. 

Equally important, the sound development of the underdeveloped areas on a 
basis that will increase productivity and purchasing power of the people will 
provide the greatest possible bulwark against the inroads of communism. 


(Subsequent to the hearing the following additional material was 
received by the committee :) 


AMERICAN FARM BUREAU FEDERATION 


WASHINGTON, D. C. 
PROPOSAL FOR USE or CCC Stocks FoR EXPANDING FREE WorLD ECONOMIES 


The American Farm Bureau Federation recommends consideration of a pro 
posal to sell up to a billion dollars’ worth of CCC stocks to reinforce the United 
States Mutual Security Program. The proposal for consideration would author- 
ize the Secretary of Agriculture to transfer CCC stocks available for expanding 
world markets to the Administrator of the Mutual Security Program at ports 
of embarkation. It would authorize the Administrator of Mutual Security, within 
limitations set by Congress, to offer such stocks for sale through private traders 
to cooperating countries under conditions negotiated by him with receiving coun- 
tries in exchange for local currency, The Administrator would be further author 
ized to accept such currencies for the United States and use them to reinforce the 
Mutual Security Program and further its objectives by using the funds under 
mutual agreement, either (1) as loans to banking institutions in cooperating 
countries which in turn would use the funds to increase production and en- 
courage international trade and/or (2) to pay United States obligations such 
as contributions to cooperative defense establishments, for economic develop- 
ment, for aid to other cooperating countries, and for strategic materials to 
augment United States stockpiles above currently planned levels. 

The American Farm Bureau Federation’s record of opposition to the use of 
foreign-aid programs as a means to dump agricultural surpluses is clear. The 
AFBF has repeatedly and consistently opposed the rigid high farm price supports 
which result in the accumulation of dangerously high stocks. Notwithstanding 
our opposition, the Congress has provided for the continuation of rigid 90 percent 
price supports on so-called basic commodities through 1954. Already, invest- 
ments of the Commodity Credit Corporation in agricultural stocks have grown 
to over $3 billion and will probably reach $4% to $5 billion by the end of this 
year. 

These huge supplies now in being and in prospect and which might have been 
avoided by a flexible price support program create a major problem with which 
the United States must reckon this year. It may be expected that, as these sup- 
plies mount, pressures will mount to give away, destroy, or divert them to non- 
market uses. These frenzied disposal efforts could jeopardize sound markets, 
could impair the prestige of United States leadership at home and abroad. The 
American Farm Bureau's proposal offers a way to develop a thoroughly sound 
program for the United States to use these supplies constructively to expand free 
world economies and get maximum value for the United States and at the same 
time make a maximum contribution to our foreign relations. If a part of these 
supplies are to be used to reinforce and further the objectives of our Mutual 
Security Program, authorization for their use must be made a part of the Mutual 
Security Act. 

United States national security depends in part upon long-term defense arrange- 
ments with strong allies highly industrialized. However, the economies of the 
free industrial nations with which we need to be allied are not complimentary. 
Rather, each must export large amounts of capital goods. They cannot live and 
prosper in a market limited to trade among themselves. They can be bound 
together in an enduring defense arrangement only if the great industrial nations, 
including the United States and other cooperating nations of the free world, are 
made mutually benefiting partners of an expanding free world economy. Develop- 
ment and expansion of free world economies will require considerable amounts 
of capital of which the United States will more than likely be called on to pro- 
vide a large portion. 

We believe that, in the manner suggested, United States agricultural supplies 
ean be used as capital for the expansion of free world economies. Thus CCC 
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stocks can be used to round out and compliment the economies of the free world 
to the mutual benefit of all participating partners. 

In this way CCC stocks could be turned from liabilities to assets for the United 
States, 

Some of the advantages of this proposal follow: 

1. This is not a giveaway program. Its purpose is to sell United States agricul- 
tural supplies for a maximum of local currencies which may be used by the 
United States to aid in economic development and promoting trade among coop- 
erating nations. 

2 This is not a dumping program. Its primary direction is toward new and 
underdeveloped areas. The prices are to be maximum. Acceptance by coun- 
tries is voluntary. Marketings are safeguarded by assuring that quantities are 
net additions to consumption. 

3. It would convert likely liabilities resulting from CCC stocks to assets by 
using them for constructive purposes by investing them in economic development 
and expanding international trade. 

1. It would provide the United States with a powerful economic weapon to 
counter the Communist trade offensive which seeks to divide our allies by luring 
them into the Communist orbit. 

5. It would involve no additional appropriation or authorization of funds in 
fiscal year 1954. 

6. It would temporize the drastic production cuts otherwise imminent. 

7. It should appeal to cooperating nations. It would increase their supplies of 
agricultural products which they need. It would provide for reinvesting the 
proceeds of sale in economic development and expanding trade among them. 

Essential protective features which must be included: 

1. These supplies must result in net additions to consumption, not a substitu- 
tion or displacement, and should be directed primarily to underdeveloped areas. 

2. There should be no element of gratuity. They should be moved under bona 
fide sales and the proceeds of such sales belong to the United States. 

3. There should be no element of coercion for cooperating nations to accept. 
This is an offer to do business under clearly specified conditions for mutual 
benefit. 

4. Among the uses of funds must be the right of the United States to purchase 
goods for aid to other cooperating countries and for United States strategie 
stockpiles above those currently planned. 

5. That all funds, regardless of currency, shall be accounted for in terms of 
dollars. 


The Cnarrman. Mr. Philip H. Coombs, of the Ford Foundation. 


STATEMENT OF PHILIP H. COOMBS, DIRECTOR OF RESEARCH, FUND 
FOR THE ADVANCEMENT OF EDUCATION, FORD FOUNDATION 


Mr. Coomrs. I am Philip H. Coombs. I am director of research for 
the fund for the advancement of education of the Ford Foundation. 

I am here today at the invitation of your committee to report 
generally on my general findings concerning economic aid, based on 
the period I spent relatively recently in India. I had the privilege 
of meeting with one of your committee members in Delhi and it was 
suggested that some of the findings that I had made might be of use 
to your committee. I am here not to advocate anything nor to repre- 
sent any organization. I am speaking purely as an individual. 

I would like also to stress the fact that I do not pose as an expert 
on all aspects of India, and certainly not of economic-aid programs. 
Generally, my training is that of an economist and an educator, and 
Senator Sparkman, with whom I met in Delhi, felt that some of my 
reactions as an outsider to the Government might be of some use. 

The Cuatrman. I might say that Senator Sparkman is in Alabama 
gr he certainly would be present for your testimony. He wanted me 
to convey that thought to you. 
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Mr. Coomers. I do not want to cover a lot of ground which IL am 
sure your committee is more familiar with than I am, but I do want 
to mention a few of the facts which struck me forcibly when I got 
to India, despite the fact that I had read about these things before. 

Certain things stood out very sharply, and if I can succeed in boil- 
ing those down into 8 or 4 propositions, that is my sole aim. 


OVERPOPULATION IN INDIA 


The population question has been stressed repeatedly. It is hard 
to sanaeiia that one-seventh of all of the people in the world live 
in India. The population is rising at something like 5 million a year. 
By 1975 there will be about a half billion people in India at that 
rate. To the extent that present programs of health improvement 
and food production succeed, the death rate will decline and that 
population increase could go on at an even more rapid rate. 

Senator Toney. Is bigamy legitimized there? 

Mr. Coomps. I do not believe it is. 

Senator Tonry. I believe the British Ambassador said last night 
there are more women than men, and they allowed polygamy. 

The CrarrmMan. In certain sections, where the facts are as you 
state, they do allow it. 

Mr. Coomss. I do not know the legal situation, but as for the 
country as a whole, polygamy is illegal. 

The Cuareany, It is illegal. Only in certain sections where women 
outnumber men is it permitted. They do it on a strictly moral basis. 

Mr. Coomes. There are so many varieties of religions and ways of 
life in India that you can probably find any situation you are looking 
for. 

So you have a situation in which this mass-populated country is 
in a really desperate race between an increase in population on the 
one hand and an increase in its output on the other. I think this is the 
most fundamental fact economically about the situation. 

Another important fact that I think should color all of our thinking, 
not only about India, but that whole section of the world, is that it is 
overwhelmingly agrarian. I was surprised to learn that 7 percent 
of the gross national product comes om industry and less than 2 
vercent of the gainfully employed workers are in industry, whereas 
(0 percent of the population derived their income from agriculture 
and some 87 percent of all the people live in villages. The villages 
average in size, in population, anywhere from 300 to 3,000 at most. 
They are dotted all over the landscape, averaging 3, 4, 10 miles apart. 

As you fly over the country by plane you see vast expanses of 
cultivated land with these little dots of villages, frequently semi- 
isolated from the rest of the world. 


NEED FOR DEVELOPMENT OF NATURAL RESOURCES 


There is clearly then a desperate need, looking to the longer run, 
for India to succeed in developing her natural resources, which are 
substantial, to increase her total national output, her per capita 
income, and to achieve a better balance between agriculture and 
industry, »nd a higher productivity per worker. These facts aré 
clearly understood in India. 
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I had the privilege of meeting with the Planning Commission and 
discussing particularly this problem of resource development since I 
had been executive secretary of the President’s Materials Policy Com- 
mission under Mr. Paley, and they were most keen to find out what 
lessons we could provide in the field of assessing their resources and 
stimulating and expanding development of their resources. 


POLITICAL SITUATION IN INDIA 


Politically the overwhelming fact is that India is the world’s largest 
experiment in democracy. One gets a sense there of great urgency 
in making this democratic experiment work. ‘There is a very real 
deadline because the present 5-year development program terminates 
in April 1956, and a few months thereafter come the nationwide 
elections, 

The general consensus of Indians and non-Indians I talked with 
seemed to be that the reelection of Mr. Nehru and the Congress Party 
last time was based largely in the minds of the average citizen first 
on their association with the successful independence movement, 
but, secondly, on the feeling that they ought to be given a trial period 
to see if the democratic processes can produce better living conditions. 
I think it is fair to say that a good many Indians, from what little 
I could tell, were not as yet convinced that the democratic approach 
to improving living standards and general living conditions will 
necessarily succeed. 

In a sense there is a very real and important competition between 
China on the one hand and India on the other. They both are striving 
toward improved living conditions. They are both nations of villages. 
The battle is going to be won or lost in the villages. 

But in China you have one approach today to harnessing the 
resources and developing production. In India you have a democratic 
approach, and the people of India, who have enough to eat to think 
at all, are watching this competition, I am sure. 

In this sense the election of 1956 in India is going to be a very 
important determinant as to whether democratic approaches are given 
a longer period of trial in India or not. Hence it is most important, 
I think, for the great economic development programs which we are 
helping India with today, both through private and public sources, 
to show real signs of progress by 1956, and I think this is the deadline. 

Even though the programs themselves are aiuning for long-run 
economic results, the short-run political results are right now of the 
greatest importance, 

Another thing one is struck by is that India clearly is a country 
that is doing much to help themselves. It would be presumptuous 
of any of us in America to assume that it is ours to determine whether 
India succeeds or fails in her great democratic experiment. We 
clearly can help, but the biggest part of the job has to be done by 
the Indians. 

Here, again, I think is something that certainly her government 
leaders. and her major business leaders fully understand. They are 
not asking for help. They welcome it. I think they are making 
surprisingly good use of it. But they are putting in far more funds 
than we are into their major programs. 
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INDIAN REFUGEE PROBLEM 


For example, to show how since independence they have been help- 
ing themselves, they had a refugee problem right after the partition 
that added up to about 8 million people coming into India. That is 
about as many refugees as the whole European refugee problem, and 
it is several times as many as the refugee problem in the Near and 
Middle East due to the Arab and Israel situation. 

To my knowledge, India never came to the United States for help 
on that refugee problem. I was very struck with how they had man- 
aged that problem in a short space of time. I went through Calcutta 
and wandered through the streets. I had been told that ‘only 4 or 5 
years ago that would have been unsafe to walk through the streets 
of Calcutta. There were riots and massive bloodshed. But today, 
although I found Calcutta a very unpleasant and crowded kind of 
city filled with human misery, there is law and order and stability. 
These refugees are earning a living, not much of a living, but they 
have been fitted back into the fabric of society. I think this is a 
tremendous accomplishment which none of us can fully appreciate. 
Here is something that they did for themselves. 

Their great river valley developments which to them are primarily 
important for irrigation, although also for power, are being financed 
very largely by the Indians, although we have an opportunity to help 
them meet their own deadlines with equipment. In the great com- 
munity development projects which are fanning out now to thousands 
and thousands of these villages, the point 4 contribution and the 
Indian contribution are in the ratio of approximately 1 to 4, with 
the Indians putting in 4 to our 1. So I think there is no question 
but what the Indians are doing their utmost to marshal their own 
resources. 


HEAVY TAXATION IN INDIA 


They are taxing themselves heavily in the judgment of many econo- 
mists there, including’ American and English economists. They are 
taxing themselves almost to the hilt. I believe they are on deficit 
financing to the tune of about 10 percent. So they are very close to 
the explosive point where to push taxes or deficit financing much 
further could lead them into a vicious type of inflation. 

Senator Tonry. They are outdoing America on that. 

Mr. Coomrs. We have done better than that on occasion. 

Senator Tosry. We are setting a bad example on deficit financing. 

Mr. Coomss. My point is they are straining their own resources. 
Their percentage of capital investment is about 5 percent of their na- 
tional product because they have to use 95 percent of their national 
product to keep people alive and even then many are not staying alive. 

I think their aims by our standards are modest aims, yet by theirs 
are very bold ones, as set forth in their 5-year program. They 
aim to double per capita income in the next 20 years. This is 
roughly what we have been doing every 20 years. We have been 
doubling our national output every 20 years. They are trying to doa 
little more than what we have been doing historically. They are aim- 
ing to virtually wipe out malaria by the end of 1956. Here, incident- 
ally, our point 4 program has made a tremendous contribution already 
in the form of DDT and training of people to attack malaria. 
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I went into some village areas and looked at comparative statis- 
tics where they had the DDT treatment and where they had not, and 
the incidence of malaria. There was just a shocking difference in the 
behavior of these statistics. So malaria is something you can attack 
quickly and get very quick results. They propose to knock it out 
virtually by 1956. 


PRODUCTION UPLIFT PROGRAM 


By the way, this is not simply a matter of keeping people alive, but 
this will help boost India’s production considerably because malaria 
is not simply a killer, but it reduces individual productivity. This 
may be regarded as part of their production uplift program. They 
aim to increase their food production by 1956 from 45 million to 55 
million tons. This is not an unrealistic goal because there are many 
areas of India where you can get increases of 40 to 50 percent or 
higher through application of water to the land. 

For example, in the Damodar Valley, which I visited, which com- 
pares in general magnitude to our TVA, they are going to be able to 
get a second crop of all their grain where they have only had one crop 
heretofore, as soon as that water begins to flow. By the way, that 
project is quite an exciting one. We are not helping them on that. 
There are only two or three American engineers on the whole job. 
They were not Government engineers. 

I saw them building one earth dam which is going to be 314 miles 
long, 200 feet high, and will back water up for 40 miles. That is one 
of several dams in that project. By attacking the water prob- 
lem, by attacking the fertilizer problem, they can boost their food 
production ¢ -onsider ‘ably. This is important to them because at present 
foreign exchange for them is a very precious item, and they are re- 
quired to spend about $425 million a year for importing food and 
other agricultural products, largely wheat and cotton. 

If they can make themselves self-sufficient in agriculture, then they 
will be in a position to use their foreign exchange for importing capital 
goods which they need in order to build their industry and increase 
their output. 

Senator Torney. On this great dam you cite there, do they have 
modern equipment like steam shovels? 

Mr. Coomns. Yes, sir. They had large American earth-hauling 
equipment of the same sort you find in “this country. To my best 
knowledge, that equipment was bought with their own funds, not with 
TCA funds. They had one of the leading engineers from this coun- 
try who was their chief engineer and who was directing the job, but 
they had a lot of young Indian engineers who were a pretty exciting 
group of young fellows. 

We had a chance to talk with them. They are learning the busi- 
ness from the ground up. There is a kind of dedication and convic- 
tion about those young fellows which makes you feel that despite 
all the obstacles, they w ill succeed. 

Coming back to a point you raised with the previous witness, I 
have no doubt in my mind that with respect to these young engineers 
at Damodar Valley, they thoroughly understand what the United 
States is doing. They are not thinking only in terms of dollars, but 
they are the people who are using our technologies and our equip- 
ment, and who appreciate what it is that the United States is export- 
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ing to India, not simply in dollars, but in terms of the spirit that 
goes with our technology. 


UNITED STATES AID FOR PUBLIC WORKS 


The Cuarrman. Doesn’t India expect help from our Governmen: 
finance some of this public works? 

Mr. Coomrs. There is no question but what India needs our help, 
that our help can very well make up that important margin betwee 
success and failure. I was struck by the fact that none of the In 
dians I talked with—and I talked with the Planning Commission and 
with the Prime Minister and a number of other officials—not a sing); 
one of them was making a case to me as to why they needed America 
aid. Yet they were clearly grateful for what was being done. | 
have no doubt but what they are very hopeful that even more will b: 
done, but they were not coming around with hat in hand. 

They are a very proud people and they will not ask for aid unt: 
they are very sure that they have wrung every ounce of effort out of 
their own resources. 


ECONOMIC AID TO INDIA AND PAKISTAN 


Let me sum up very briefly four propositions which I would derive 
from some of these observations. First, there is no doubt in my mind 
but what economic aid to India—and here I would include Pakistan 
where the conditions are much the same—is a sound investment 
and an urgent necessity from the point of view of the United States, 
that we have a stake in this political deadline you referred to. It is 
not only India’s deadline, but it is the deadline for democracy in 
south Asia and, unless democracy succeeds there, I think it is a fair 
guess that we can find ourselves in the Western Hemisphere badly 
isolated in an unfree world. 

The dollars we spend there, if they are well spent, will give us as 
much or more, I suspect, than any dollars we spend anywhere on any- 
thing. A dollar goes a long way in India with 355 million people. 
If we were to spend a half dollar per year per capita, we could help 
produce very dramatic results. Our lower level of expenditures to- 
day is clearly beginning to produce very striking results already. 

The second proposition I would suggest is that in our economic-aid 
program in India, unlike, I suspect, in most other underdeveloped 
countries, there must, for the time being—and I mean the next 8 years 
or so—be a greater scope and flexibility than perhaps has been true 
in the past. What I am suggesting, in effect, is that the technical 
assistance concept I regard as an excellent one, but not an adequate one 
as it stands for India and Pakistan in their present situation. 

It seems to me that we have to help India get over the hump eco- 
nomically in the next 3 years or so, just as we had to help European 
countries get over the hump through the Marshall plan. So what we 
need perhaps is a new concept somewhere in between the point 4 and 
the Marshall plan concept. Whether we keep them separate legis- 
latively or not is perhaps beside the point. But right now I think 


we can help ourselves and India most by a combination of technical 
assistance as generally defined, plus commodity aid, particularly in 
such fields as steel and fertilizer and possibly even helping them in 
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e form-of loans, to some extent. They have to buy large amounts 
of wheat and cotton. Lf we were to help ease their foreign-exchange 
position by loans—and I do not know what their reaction would be 
to this—to help make up part of their gap, then they could use their 
own foreign exchange for purchasing capital equipment and the like 
in this country. 

Third, I think that there probably needs to be some increase in the 
level of our past economic aid and here I do not pose as an expert on 

ie figures, but I am struck by these facts. If one studies India’s 
5-year program, it is very clear that for the next 3 years there is a 
gap of about $600 million between what India can hope to get out 
of her own resources and what that program calls for. Whether that 

gap is closed or not is going to determine whether she succeeds in 
some of these highly important programs of community development, 
malaria elimination, railroad development, irrigation development, 
and the like. 

That suggests that she has = get somewhere or other outside of 
India about $ 5200 million a year. How much of that should be in the 
form of economic aid from this country, I do not pretend to know. 

think some of it can be in the form of private investment and private 
iid, but I doubt that in that short space of time you can hope to lift 
the present level of private investment to make up a large part of 
that gap. 

I am also struck by the fact that, as I understand it, we are now 
spending as a nation something in the order of four hundred to six 
hundred million dollars a year on the war in Indochina, money, I 
think, well spent, but I would argue that the equivalent amount of 
money spent over the next 3 years, not in 1 year but in 3 years, is 
coing to represent a tremendous inv estment in the longer run founda- 
tions of peace, as well as having important shorter term political 
benefits. 

Senator Know.anp. Do you know what the sterling balance that 
India has to her credit with Great Britain is at the present time? 

Mr. Coomss. No, sir; I do not know. 

Senator Know.anp. I wonder if we could get that information, 
Mr. Chairman. There is quite a considerable sterling balance which 
Great Britain, I believe, owes to India. I would like to have that 
information. 

(Information requested.appears on p. 645.) 

The Cuarrman. Yes. Dr. Wilcox will get it. I think it runs some- 
where between four and five billion dollars, 


ENCOURAGEMENT OF PRIVATE INVESTMENT 


Mr. Coors. I am not familiar with that, I am sorry to say. 

The final observation or proposition I would make is that you believe 
from talking with the Planning Commission about their resources 
and their geological survey that there is a tremendous opportunity 
that hasn’t been tapped already, hardly tapped at all yet for Ameri- 
can private investment to enter India under terms that are mutually 
satisfactory to the United States private investors and to the Govern- 
ment of India, that here is an opportunity which needs to be developed 
not primarily by our Government but by private industry with the 
aid of our Government. I am convinced that at least the leaders of 
the Indian Government are highly favorable to moving ahead on this. 
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What needs doing is to build a bridge of understanding between 
United States private investors who, for the most part, do not know 
very much about what opportunities there are and what the policies 
are in India, and an understanding on the part of the Indians as to 
what makes United States private investment particular. 

I have talked to people on both sides of that gulf. I think it would 
be possible with some Government encouragement to build a bridge 
there and in the long run I think we have to depend largely on that 
flow of financing from this country to India. 

As I said earlier, I do not think you can anticipate any miracles in 
the next 3 years, but the next 3 years ought to set the pattern and get 
the habits established so that, as India gets over this shorter term 
economic hump, then the United States Government can shrink con- 
siderably and rather rapidly its straight economic aid, perhaps con- 
tinuing on a modified scale technical assistance, but relying heavily 
on an increasing flow of private capital to help the Indians develop 
their own economy. 

The CuHatrrMan. You went out there representing the Ford Founda- 
tion. You came back with all these constructive ideas. What are you 
going to do about it? Are you going to try to put across to the busi- 
nessmen, the investors in America, the conclusions you have given us? 

Mr. Coomes. I have already—not through the foundation, but by 
myself—talked with a number of people in New York, business people, 
with the India Chamber of Commerce people, and while I was still in 
India, with some of the planning commission people, about the desir- 
ability of forming some kind of American study team made up of a 
combination of hardheaded businessmen and a development economist 
or two, to go over there and bring back the information, the story to 
American business, as to what the policies and the resource oppor- 
tunities are, and, conversely, to get the Indians to set up some kind of 
team, perhaps here in New York, of people who are authorized to 
speak for the Indian Government, who can work closely with Ameri- 
cans on this matter and begin to get a flow of industrial tourists, if 
yow will, who will be well escorted in India to see what the oppor- 
tunities are and will then be in a position, without a lot of redtape, 
to enter into some contracts. 

The Cuarrman. I want to ask you one question. Yesterday we 
were privileged to have the Vice President of India before us. While 
I shall not quote what he said, I would draw this conclusion, and 
then ask you the question. His conclusion was that because of the 
religious convictions, ideals of the philosophical background through 
the 40 centuries, the spiritual values of the Indian people, by and 
large, that would immunize them against the Marxist or Communist 
concepts. What is your idea? 


COMMUNISM IN UNIVERSITIES 


Mr. Coomns. Sir, that is an opinion that you get frequently from 
high Government officials in India. I am sure that they mean it and 
believe it deeply. Ithink there is something to it, a lot to it. 

I was struck, however, in visiting a number of universities—and 
part of my mission was to study education—with the fact that the 
universities in India are the real breeding grounds of communism, 

Senator Tosry. You do not mean to say that stops in India. 
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Mr. Coomprs. Yes, sir, I would stop in India on that comment. 

Senator Toney. | think it applies to other parts of the world. 

Mr. Coomss. I will confine myself for the moment to this partic- 
ular subject. ‘The reason for it, T think, is that for one thing, young 
people there are breaking out of the old molds, ine luding the old 
religious molds, but the reason that they are turning to communism— 
and 1 many of them turn only briefly and then come back—is that there 
is a tremendous sense of frustration on their part. 

If somehow or other, in the next few years, India could open up 
large numbers of constructive jobs for these younger people who are 
vetting university education, so that they could have an outlet and 
help build something, instead of feeling frustrated and looking to 
communism as a panacea, and the Communists are working this thing 
very cleverly, but the greatest drawing card that we have away from 
communism at the universities is the knowledge of what we are doing 
as a nation to help India build the Indian economy and make a better 
life for Indian people. These young fellows are not impressed by 
speeches. We have to show, besides, what a democratic system can do. 
| came away with some optimism that we were making some real 
headway in the last couple of years on this. 

Senator Torry. Did you find the leaders in India have the same 
feeling that you have about the possible remedies ? 

Mr. Coomrs. You could develop a broad consensus on this point. 

Senator Toney. Thank you. 

The CrarmMan. Senator Knowland? 

Senator KNow.anp. I have no questions. 

The CHatrman. Senator Humphrey? 


AMOUNT NEEDED FOR 5-YEAR PROGRAM 


Senator Humeurey. Mr. Coombs, I asked Mr. Andrews here the 
other day in reference to the budget requests for economic aid, TCA 
aid, if the amount of funds to be allotted in this fiscal year total up 
to about $110 million just. for India alone. We discussed the figure 
of $600 million that the gentleman with the Government, the man 
back from India, said was the minimum amount of money that was 
needed exclusive of all other sources that they now know they can 
have or can get to complete this 5-year plan. My interest in it was 
primarily based upon the 5-year program, not only as an economic 
development, but as a political commitment in the last election. I 
noticed that Mr. Dulles has just finished some conferences in India and 
all these conferences centered around the same point, namely, the 
amount of money that would be needed to complete the projected 
5-year program. 

Is it your testimony that the 5-year program, which has 3 years yet 
to go, will be pretty much governed by the amount of economic aid 
that our country can forward ? 

Mr. Coomrs. I would say, Senator Humphrey, that the role we are 
playing is at the vital margin of their whole 5-year program and that 
the 600 million is a rough quantitative description of the width of 
that margin. They are putting vastly greater sums into the program. 

Senator Humpnurey. Of course. 

Mr. Coomrs. But the payoff is very apt to come in that margin. So 
in this sense I think we can say that we have a great influence in de- 





636 MUTUAL SECURITY ACT OF 1953 


termining the difference between success and failure, because it is 
that margin, I think, which is either going to show physical results 
that people all over India can see or will fail to show them. 

I think this is perhaps one of those cases where to do too little is to 
get far less per dollar than to do enough, and I personally would in- 
cline in the direction of something above 110, although 1 am no ex- 
pert on the detailed figures. I am ‘thoroughly convinced that we hurt 
ourselves and hurt democracy for years to come by trying to short- 
change this particular operation. 

Senator Humrnrey. Have you visited Asia before this time? 

Mr. Coomss. No, sir, I haven’t. 

Senator Humpnrey. How much time did you spend there? 

Mr. Coomes. I spent a little over 6 weeks. I covered about 8,000 
miles while I was there. 


ROLE OF INDIA IN ASIATIC AREA 


Senator Humpurey. As a layman and, let’s say, a travel student of 
Asia, what country would you say was the most vital to the overall 
security of the Asiatic area to protect it from communism? I am not 
only talking about infiltration, [ am talking about Communist control. 

Mr. Coomes. I think the answer clearly’ is India for three or four 
main reasons: 

One is its size; secondly, its position, because of its proximity to 
to the Soviet orbit; third, on the positive side, India has today and 
can have in the future to a great extent an im ortant leadership role. 
Burma, Indonesia, Malaya, and even Pakistan me to India for leader- 


ship. Incidentally, it may prove in the long run that where India 


goes, Africa goes, because Africa looks to India for leadership among 
the colored peoples. 

So, for all these reasons, plus the fact that you have in India to 
a far greater extent than in these other countries, a hard core of 
competent leadership that is clearly dedicated, I think, to democratic 
principles, whatever differences we may have with them from time to 
time on particular policies, I think there is no question as to where 
their objectives are. For all these reasons, it seems to me you get 
a kind of multiplier effect on all of southeast Asia and perhaps on 
Africa as well. Every time you step a foot ahead in India and push 
the Communists a foot back, I think you probably get some kind of 
multiplier effect over a far large r area 

Senator Humrnrey. Wouldn’t it be fair to say every time we step 
a foot ahead in India and the Indian people raise their standard 
of living and their political security, regardless of where Commu- 
nists are hanging around, we are much better off ¢ 

Mr. Coomrs. That is right. 

Senator Humpurey. I am tired of having everything evaluated on 
the basis of how many Communists are close to the border. It might 
be better to evaluate it on the basis of what good it might do. 

Mr. Coomss. There are some other possibilities that might occur 
in a country like India. Chaos is a possibility. A hostile Asian 
attitude that could cause more trouble for us even than the Soviet 
bloc is today. This is good insurance quite apart from the human- 
itarian aspects, just from a selfish point of view. 
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Senator Humpurey. What do you think would happen if Asia be- 
came the center of Communist aggression on our country? How much 
would we have to spend there then ? 

Mr. Coomps. A good deal more than 110 million a year, as illus- 
trated by the Indochinese situation today. I think we are doing 
exactly right in spending several times that per year in Indochina, 
where there is a much smaller population than we have in India, 
This is what we may get into if we do not move earlier on the economic 
front. If there is ever going to be an Indian lobby—whether there 
is a China lobby or not, I don’t know—let’s have it before India is 
lost and not have it some years from now running a post mortem on how 
India got lost. 

This is the time, it seems to me, to put some economic aid in there 

forestall the need later to put far greater sums in the military 
end. 





AMOUNT OF PRIVATE INVESTMENT 





Senator Humpnurey. You mentioned private investment in India. 
Let me ask you a very candid question. You have been working for 
the Ford Foundation. You are here testifying only as an individual, 
not representing any organization. Just how much private invest- 
ment do you really think i is going to go into some of these countries, 
these underdeveloped countries, ‘until there is some reasonable eco- 
nomic development and security on the part of the governments, so 
these private investments can pay off? I have listened to a lot of talk 
about this matter of private investment. To me a lot of it is an 
escape. It is like talking about trade, not aid. It is a good slogan, but 
it is hard to materialize. 

I am interested in how much private investment is really going to 
be made until there is a reasonable degree of assurance that pr ivate 
investment is going to get a return. I do not think we ought to 
expect private companies to go into philanthropy. 

Mr. Donlieo. I suggested, perhaps before you came in, that I would 
not expect any miracles from private investment in India in the 
next 3 to 5 years, but I do believe, if you start now to build that bridge 
and start some of it flowing—Socony-Vacuum is over there and seems 
fairly well satisfied, and has a favorable contract with the Govern- 
ment—if you can get a half-dozen companies in there in the next 
year or two and begin to break the ice—and as United States in- 
vestors see the economic programs of the Indians beginning to suc- 
ceed and if the next election goes well, so it looks like a stable demo- 
cratic environment and if the Communist influence begins to push 
back, then I think you can open up a considerable ch: innel. But right 
now, I think there is no alternative but significant United States Gov- 
ernment aid to get India over this hump. 

The Cuarrman. You have private investment over there. You have 
the oil companies that put in several refineries. ‘The British have $800 
million over there. The Indians recognize, you might say, the sanc- 
tity of a contract, and they welcome private investment. They are 
doing a great job, as you have indic ae. 

I want to thank you, sir. 

I want to call Mr. Sanders, of the National Grange. Is he here? 

I understand Mr. Tom Owens, representing the CIO, has a state- 
ment to file. 


83902—58——41 
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STATEMENT OF TOM OWENS, REPRESENTING THE CONGRESS OF 
INDUSTRIAL ORGANIZATIONS 


Mr. Owens. Yes, sir. 

The CHarrMan. All right, we will receive it and have it made a 
part of the record. 

(The statement submitted by Mr. Owens on behalf of the C1O is 
as follows :) 


STATEMENT OF THE CONGRESS OF INDUSTRIAL ORGANIZATIONS, PRESENTED BY 
THOMAS R, OwENS, BEFORE THE SENATE FOREIGN RELATIONS COMMITTEE, May 
23, 1953 

, 


My name is Thomas R. Owens. I am chairman of the foreign affairs subcom- 
mittee of the CLO legislative committee. 

The Congress of Industrial Organizations has consistently supported the for- 
eign economic aid program of our Government as necessary to the security of 
the free world and believes that the need for it is no less acute now than formerly. 

While we recognize the desirability of terminating our financial contributions 
once our allies have achieved a reasonable degree of military and economic selt- 
sufficiency, we do not believe that any extensive curtailment of the foreign-aid 
program can be made at the present time. 

We submit this statement on behalf of millions of wage earners upon whom 
the tax burden for this and other measures vital to our national welfare falls 
with disproportionate weight, but who realize that it is a cheap price to pay for 
freedom. 

We believe that the foreign-aid program must continue to be administered 
with a proper regard for, and a proper balance among, the military, economic, 
and social needs of ourselves and our allies. We are disturbed by the recurrent 
tendency to belittle or ignore the social aspects and to concentrate on the purely 
military or big business phases. 

We call for a continuance of those balanced principles which originally char- 
acterized our foreign-aid activities. The program should be based on the formula 
for mutual security as expressed by President Eisenhower on January 23, 1952, 
when he was supreme commander of NATO: 

“The strength that a nation or a group of nations can develop is the product 
by multiplying spiritual or moral strength by its economic strength, by its mili- 
tary strength. It is the product, not the sum. 

“Consequently, if any one of these factors falls to zero, the whole is zero. 
There can be no army unléss there is a productive strength and a productive 
power to support it. There can be neither a strong economy nor an army if 
the people are spiritless, if they don’t prize what they are defending.” 

It is impossible either in Europe or the Far East to stem the tide of communism 
by arms alone. If the social institutions of those countries are not developed 
to that degree of political and economic democracy wherein most people instinc- 
tively sense a personal interest, ownership and participation, we may find, to 
our grief, that internal Communist revolutions stimulated from abroad engulf 
those peoples, undoing the progress made with our help and turning our own 
weapons against us. 

For Europe this means that we must not only continue, but intensify our efforts 
to help the people develop a dynamic, expanding economy as the way to an 
abundant life for all people who are willing to work for it. 

The CIO believes that strong, free, trade unions are eSsential in modern 
economic life as the economic mechanism for more equitable sharing of the 
national product and as a force creating the incentives leading to an expanding 
economy. Because of our belief in the role of the free trade union, the CIO has 
greatly expanded its European office and its representative there is working 
in close cooperation with the existing free international trade union organiza- 
tions—the International Confederation of Free Trade Unions and the In- 
ternational Trade Secretariats, in particular, the International Metalworkers’ 
Federation. 

We are, consequently, aware of the difficulties and obstacles to the revival of 
free trade unions working principally as economic organizations. We believe 
that it is essential that the program of the American Government, undertaken 
by MSA, should be such as to render the success of this effort more likely. The 
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Mutual Security Act in our opinion provides the necessary authority. Under 
it the two problems of restrictive practices by industry and the need for strength- 
ening the free trade unions can be dealt with. 

It is hardly necessary to point out that the cooperation of European labor 
is a vital necessity in our fight against communism and the establishment of 
mutual defense. 

As a result of their experiences during the last 100 years, the European workers 
are peculiarly susceptible to well-organized and often carefully disguised Com- 
munist propaganda. We believe, therefore, that not only must the United 
States do the things which we believe to be right, but they must be careful not 
even to give the appearance of doing what the European people think is wrong. 

In the underdeveloped areas of the world, we must continue to help establish 
the institutions of freedom for labor to organize and to bargain collectively in 
order that the people by their own initiative may act to reduce the wide gulf 
between the very poor and the very rich and to improve gradually their standards 
of living. We must continue to do this at the same time we contribute aid and 
technical assistance toward strengthening the agricultural and industrial produc- 
tivity, technological skills, health, and general welfare of those countries. 

Reports reaching us from Europe indicate that the concept of the expanding 
economy, which presupposes increasing productivity, as promulgated in our 
foreign-aid program, is finding more and more acceptance. This program, as 
was to be expected because of its very complexity, was slow in starting, but it 
is now advancing and should be not only continued but expanded. 

The concepts of increasing productivity and the expanding economy are now 
being discussed and supported there in meetings, in the press, in trade and scien- 
tifie literature, and on the radio, Extensive programs to increase productivit) 
have been undertaken in various industries in England, Austria, and France. 
In some instances the increase in productivity achieved in individual plants has 
ranged from 20 to 50 percent. Many countries have concluded productivity 
agreements, and more are presently negotiating them. ‘The Organization for 
huropean Economic Cooperation has created within itself the European Pro- 
ductivity Agency to carry forward the productivity program. 

An expanding economy within an integrated Europe is necessary to the security 
and amity of the Western World. As the productive capacities of the European 
countries improve, markets must be found for their products to prevent economic 
disintegration and dangerous international tensions. Our encouragement of 
international trade, however, is but a partial answer to the economic problems 
of our allies. Those problems will be rendered less critical when a very simple 
fact is realized—that the masses of the European people themselves constitute 
the greatest potential undeveloped market for their own products. This is the 
nature of the expanding economy of the United States, and, perhaps, the greatest 
reason for our social and economie stability. 

Much progress has been made in Europe in developing the willingness to under 
take the productivity program and to disseminate its benefits as widely as possi- 
ble through sharing increased returns with the workers, and with the consumers 
through lowered prices. A considerable share of the credit for this progress 
rightly belongs to the MSA technical-assistance program. Union leaders, key 
individual workers, and management personnel have been brought to the United 
States to observe firsthand the workings of the American system. The reactions 
from Europe, attesting the fruitfulness of this program in fostering an under- 
standing of America among the people of the free world and in stimulating 
enthusiasm for the gradual development of an expanding economy in Europe, 
have been encouraging, to say the least. 

Many participants in the training teams which have visited the United States 
have become vocal and convinced advocates for our country and our system on 
their return home. We have received information of Italians who have publicly 
rebutted and confounded Communist spokesmen at mass meetings by describing 
their complete freedom of travel and observation while in the United States and 
challenging the Communists to testify to similar experiences in the Soviet Union. 
Italian participants in these teams have held reunions and public discussions 
of their observations here. These meetings and the accompanying publicity have 
reflected great credit upon our country and are particularly opportune at this 
time when, in general, an unintelligent and emotional anti-Americanism, by all 
reports, is rising against us. 

The same benefits accrue from the work-study-training-productivity program 
undertaken by MSA. Up to the present time, about 750 European workers and 
technicians have been enabled to spend a year working in American industry, 
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studying American community life, observing our labor relations and the com- 


plexities and subtleties of our expanding economy which must be experienced 
to be understood. 

The valuation teams of 54 businessmen, which recently went abroad to survey 
and report on the Mutual Security Program, in their final recommendations 
manifested a remarkable degree of obtuseness regarding some of the basic 
principles of foreign aid, such as the productivity and labor programs. In our 
opinion, the report of these businessmen is restricted to a narrow economie and 
business point of view. Our foreign-aid programs certainly need constant study 
and reevaluation, but by citizens who by their training and experience are 
equipped to comprehend or pass judgment on a complicated program with so 
many far-reaching social, economic, political, military, and international 
implications. 

It is obvious from recent current events that the unity of the Western World 
has been gravely shaken, much to the joy and advantage of our enemies. It is 
our sincere hope that no changes made in this program will further this trend. 
We believe that a well-balanced foreign-aid program, administered with full 
realization of the pride and self-respect of our allies, can be the strongest instru- 


ment in developing that unity without which we stand in danger of falling into 
perilous isolation. 


We do not appear here arguing on behalf of any particular or sectional inter- 
est. Behind the Iron Curtain, the interests of all social groupings of free society 
are completely ignored. The alternatives before the world are still the preserva- 
tion of freedom and democracy on the one hand, and the spread of totalitarian 
darkness on the other. It is for these reasons that we urge the Congress to 
appropriate the greatest possible amount for the foreign-aid program consistent 
with our own economic security, and this cannot be less than the absolute 
minimum of $5,828,000,000 requested by the President for this purpose, 

The Craiman. Mr. James Finucane, associate secretary, the Na- 
tional Council for Prevention of War. 

Do you have a statement? We will be glad to have it filed. We 
can accelerate the hearing. 


STATEMENT OF JAMES FINUCANE, ASSOCIATE SECRETARY, THE 
NATIONAL COUNCIL FOR PREVENTION OF WAR 


Mr. Finucane. It is rather a short statement. 
The Crairman. Proceed. 
Mr. Finucane. My name is James Finucane and I am associate 

secretary of the National Council for Prevention of War. 

The Cramman. How many people are there in your council? 

Mr. Frnvcane. The council is incorporated with 156 members. It 
has no popular membership. 

The Cramman. Where are you located ? 

Mr. Finucane. 1013, 18th Street, Washington, D. C. 

Senator Tosry. Is that the organization that Mr. Livy is the head 

of? 

Mr. Frnucane, That is right. He is the head of our organization. 

The Cuamman. Proceed with your statement. 

Mr. Finucane. Mr. Chairman and members of the committee, you 
are all experts on the MSA bill. You have had the benefit of many 
excellent witnesses, and made your own observations here and abroad. 

It almost seems presumptuous to add another word of advice or 
another bit of information to what you have received already. 

Here, however, are some angles you may not have considered: 

“Every time I leave the kids my heart breaks a little.” This is a 
French mother speaking. 

She rises between 3:30 and 4 o’clock in the morning and goes out 
with her children in rain or fair weather. She pushes one child in 








If I can read it—— 
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the baby carriage before her and tugs another along by hand. They 
go to the city nursery where she leaves them for the day. 

This is the case for many women working in French textile mills. 
heir shifts are from 5 in the morning until 1 in the afternoon, and 
from 1 to 10 p. m. 

What does this have to do with MSA ¢ 

This woman’s way of life is MSA translated to an individual 
human being in Europe. Or at least this would seem to be a reason- 
able supposition. 

The Economic Commission for Europe, in its 400-page Study of the 
Economic Situation of Europe Since the War, reported on March 6, 
1953: 

ECONOMY OF WESTERN EUROPE 


The economy of Western Europe has been in a state of stagnation for the last 
year and a half. Demand has fallen, profits have decreased. 

This halt to economic progress in Europe coincides with a year and 
a half of high-volume MSA “aid” to Europe. 

The study pointed out that this stagnation follows on the 5-year 
period of expanding production immediately following the war. Fur- 
ther, it predicts that this economic stagnation may well deal a mortal 
blow to efforts for European economic imtegration. 

Whether MSA brought about this “stabilization of misery,” as it 
was referred to in a recent U. N. report, is of course debatable. It 
is clear, however, that deplorable social and economic conditions do 
exist and MSA has not helped to remove them. 

In fact, the most recent Report on the World Economic Situation 
of the International Monetary Fund discussed in ECOSOC April 13, 
notes that the “stockpiling and rearmament” beginning in June 1950, 
started the world economy on an economic jag. Since then the situ- 
ation has leveled off a little, but, the fund reports, international pay- 
ments are still badly unbalanced, reserves have decreased and the 
“trend toward freer international trade which was setting in has been, 
to a certain extent, reversed.” 

To go back to the woman in France: Her plight was described 
in the weekly edition of Le Monde, April 17 to 23, 1953. She is one 
of that large proportion of French women who must work. In 
France, as a whole, among single women and women with 1 child, 
41 percent must work; among women with 2 children, 35 percent must 
work; and even among women with 3 children, 28 percent must work. 

France has fewer houses than it had before the war. Sixty percent 
of the young couples who marry in France must live doubled up with 
other families at the start of their married lives. A recent sampling 
of couples married 4 years ago shows 40 percent of them are still liv- 
ing doubled up. Many of them just make-do in furnished rooms in 
rooming houses. AJ these familial statistics are from a recent series 
of articles in Le Monde, which is, incidentally, often referred to as 
the Voice of the Quai d’Orsay. 


FRENCH ECONOMY 


Senator Humpnrey. May I interrupt? I want to get this in the 
record, and this is as good a point as any. 

I have been having some studies made about this French housing 
situation. A friend of mine, who happens to be one of the home build- 
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ers in this country, visited France to look into the situation there wit) 
the French Government. If we had to build houses like the French 
do, we would still be living in tepees. They know nothing about 
credit. T never bought anything that I had to pay for. I bought 
it on credit. They expect to pay 60 percent down. IT have known of 
no persons in my lifetime who have made that type of investment 
If we had to pay 60 percent down on a house, we would still be living 
on the prairies in sod huts. 

Their real problem—I do not say that is the only problem, | 
wouldn’t want to be that dogmatic—is that they do not know how to 
finance. They do not know how to finance anything. They have n 
consumer credit. We wouldn’t have had a washing machine if we 
hadn’t had consumer credit. We paid $27.50 down for our first 
Bendix and paid it off in 12 months. That is the way we buy things 

The French economy is based on putting the money on the line i1 
their domestic economy. If American industry had to depend on 
cash payments for goods, thev would still have Robert Fulton’s 
original boat. We are a domestic credit economy. I submit that one 
of the things that needs to be done in the French economy is to have 
something done about consumer credit and housing. 

Senator Torry. Set up a Home Owners’ Loan Corporation ? 

Senator Humpnrey. That is right. 


FRENCH CONSUMER CREDIT 


T hear about the plight of the French. TI love the French people and 
the French nation. I am a friend of the French people. The truth 
is that the financial leaders and the industrialists and the carteliza 
tion of their industry in central Europe have prevented any form of 
consumer credit. Until they get down to the basis of consumer credit. 
they will never raise their standard of living. That is my opinion. 

Mr. Frnvcanr. I think we could help them in that way. Part of 
the reason that European investors in general are reluctant to risk 
funds is the rapidity of inflation that they have experienced which 
has continued ever since the end of the First World War. 

The other thing is that at the present time they have a competitive 
rearmament program sponsored by this MSA Program, which makes 
a competitive demand on their resources and their funds, so what is 
left over amounts to very little. 

Senator Humpnrey. They never did have it. Iam saying that the 
kind of an economy that gives the most to people is that kind where 
thev share it. From the information I have been able to get—and I 
have been working at this a long time—thousands and thousands of 
people who vote the Communist ticket in France vote it out of sheer 
frustration. The housewife you are talking about, she has these piti- 
ful problems, but she doesn’t know what it means to really live. It is 
drudgery. She doesn’t have the modern gadgets, not even a modicum 
or minimum of them. 

Why? Forthe same reason that there is no American worker’s wife 
who would have them if they had to pay cash. The consumer credit 
structure of this country has been the lifeblood of American industrv 
production, not that our inflation has been anything like theirs, but 
this whole credit structure has something to do with controlling infla- 
tion, too. It isn’t all one way. In stimulating production, you get 
something done. 
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I wanted to get this in the record, because to me it is fundamental. 
I keep hearing about the disintegration of the European economy. 
We keep hearing how bad things are. I submit that one of their 
real problems is to break with the past and the glaring discrepancies 
between the rich and the poor, and these boys who have made theirs 
who are sitting on it and who are unwilling to share in a consumer 
economy. 

That is Senator Humphrey’s opinion, and I am going to keep stating 
it until someone listens to it. 

Mr. Finucane. If they just got old-fashioned American optimism 
about meeting the next payment 

Senator Humpnurey. Or just ordinary commonsense. They can 
meet the next payment, particularly in France. 

The CHatrmMan. Would you mind putting your statement in the 
record. We have looked it over. 

Mr. Finucane. I will be glad to do that, Senator Wiley. 

What Senator Humphrey just said draws attention to what my 
statement built up to. 

The CHarrman. There was something else other than credit that 
built this country. We had the ability to work and the ability to 
save. The Germans have built 500,000 homes last year. 

Mr. Finucane. And they are still short 4 million. 

Senator Humpnrey. They have a much better credit structure. 

Mr. Finucane. The thing I think the committee should pay atten- 
tion to is that the MSA money that we send to Europe sterilizes the 
economy. It goes into guns. It doesn’t help these women to solve 
their problems or help anybody to buy a house. If we changed the 
nature of the contribution we make to their economy and let them 
spend it for civilian purposes, we would obtain a higher standard of 
well-being in those countries. 



























MORALE IN EUROPE 










The Cuatrman. It isn’t the mechanism so much as it is the morale 
and spiritual values of the people. When you get that, we will achieve 
some of these goals. You have to understand what we are trying to 
do. We are trying to find out what is the best way to put into opera- 
tion the law of self-preservation. 

It is our obligation to preserve America, and all she stands for. 
This is part of the plan that has been evolved. If it can be bettered 
in any way, we want to better it. We hold ur hearings for that 
purpose. 

When you talk about simply contributing material wealth without 
the idea of its giving a nation its morale, you are not getting any- 
where. We have done so much of that in the past, and we are recog- 
nizing now that we have to have something else to go with it. 

We thank you for your statement. It will be printed in the record. 

Senator Humrurery. Since the chairman has commented on my 
statement, I want to point out there is no harder working worker in 
the world than the European worker. The American worker is an 
equivalent worker, but he has an incentive. When he comes home with 
his pay check, he can look in the Sears, Roebuck catalog and the Sat- 
urday Evening Post and see something he can buy for his family. 
Sooner or later you have to have groceries on your table and a piece 
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of furniture in the house, and something for the children, because that 
helps keep up your morale. That is what the free enterprise system 
calls incentive. That is why they do not want to have too many taxes. 

Such incentive should go down to eve rybody, not just the top level 

I submit that one of the real problems in the central European area 
is the problem of relating the economics of the country to the mas 
of the people. What you really have there, unfortunately, is the kind 
of governmental economy where those who have made theirs are des 
perately trying to hang on to it. With the aftermath of the war as 
a great burden upon the whole of the continent and no consume: 
credit, no availability for progress on the part of the people, their in 
centive does get out of the way. It is lost. Their morale is low. 

I just had to correct that, because, while I haven’t traveled nearly 
as much as my friend the chairman, there are ways of finding out 
besides traveling. In most of these European countries their problem 
is not that they do not work. They work longer hours than most of us 
do. They work harder. But they do not get anything for it. 

Mr. Finucane. If I may add a word in response to what Senator 
Humphrey said, the Government witnesses who have appeared here 
have pointed out that for every dollar in aid we give European coun 
tries, we expect them to spend 21% dollars for milits ary production. 
If you take the French woman and her husband who has worked 
hard all week and looks in the equivalent of the Sears, Roebuck cata 
logue, all they will see there will be machine guns, as far as our con- 
tribution to production in that country is concerned. 

Thank you. 

MARXISM 


The CuarrMan. I do not disagree with much that Senator Humphrey 
said, but the only point I want to make is that the philosophy of Marx 
is based upon materialistic wealth, upon owning the wealth. The 
history of the situation in Italy is that the Italians who are doing 
the best economically in the north have the greatest number of Com 
munists. In the south you have people of faith who believe in other 
values and there you find relatively no communism, in spite of the 
fact that they have less materialistic wealth. 

I agree that you have to have a balance in both directions. In 
this country, thank the Lord, we are fortunate enough to have a high 
standard of living. But some of the people who have had the most 
money in this country have been Communists. So the flood of mate- 
rial wealth doesn’t create that thing which we need, which is balance. 

The record clearly shows that some of our highest educated people 
also have demonstrated a lack of balance because they didn’t have the 
spiritual values that we heard about yesterday from the Vice Presi- 
dent of India. That is the point I mean to make, not that I would 
reduce the level of our people or any other people. No, but I tell you 
that some of the people that have gone through blood, sweat, and 
tears and have gone through these difficult times, have become the 
great spiritual leaders of the world. 

When it comes to labor, I could dispute something you said about 
some folks in Europe laboring. You can go into the cities of Ger many 
and find that the people there are really laboring. They have built 
their economy back again, because they get up et arly in the morning and 
get their work done. They have gone ahead and done a great job. 
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We wouldn't have any trouble coming to an agreement, but I had to 
make my point that mere wealth, mere material aggrandizement, 
doesn’t make the type of men and women we want. ‘Too many have 
become surfeited with it and have found no satisfaction in it. 

Senator HumPurery. I am simply saying that, when you get to a 
situation where there is no hope that it does lead to the acceptance of 
the false doctrines of Marxism. I would suggest that my distin- 
guished chairman look into the philosophy of Marxism, and in some 
detail, and see where it found its greatest hold, and why. It isn’t 
simply because it was a book that was written and grabbed hold of 
certain people’s minds. It found a fertile field. 

One of the problems in the European area is the inevitable frustra- 
tion of the people, and that inevitable frustration is not just due to 
lack of spirit. It is due toa relationship in the economic system which 
has left them bare of any hope for material progress, which people do 
want along with spiritual progress. That has been one of the balances 

America. The balance between the two. 

I do not think we need to argue the point. If the gentleman wants 
to argue Germany’s economy against the French ec onomy, there is a 
vreat deal of difference. There is a difference in the credit systems 


of the two. 


GOLD AND DOLLAR RESERVES : INDIA 





The Cuarmman. We had a question a little while ago as to the bal- 
ance to the credit of India in Britain. The total gold and dollar re- 
serves are $1,760,000,000. 

The gold reserves are $250 million. 

The sterling balance is approximately $1,500,000,000. 

That makes a total of $1,760,000,000. 

India has an agreement with Great Britain whereby India can 
draw approximately $100 million a year on her sterling balances. 

That is a very important piece of evidence which answers the ques- 
tion that was asked by Senator Knowland, and would be very mate- 
rial in appraising the amount possible for this country to contribute 
under this program. 

Mr. Finucane. Could I make one suggestion in closing ? 

The Cuarrman. You may proceed. 

Mr. Finucane. It is just an old saying that I think has some appli- 
cation here. It comes from the Order of the Society of Jesus, the 
Jesuits. They have a saying that in establishing a new community, 
first they build a kitchen, then they build a chapel, and then they 
build a library. 

I think it might be of some value in this situation. 

(The prepared statement submitted by Mr. Finucane is as follows :) 


MAKING MSA REALLY HELP—TESTIMONY OF JAMES FINUCANE, ASSOCIATE SECRE- 
TARY, NATIONAL COUNCIL FOR PREVENTION OF WAR, ON THE MUTUAL SECURITY 
PROGRAM FOR 1954, BEFORE THE SENATE ForREIGN RELATIONS COMMITTEE, WASH- 


9 


INGTON, D. C., MAY 23, 1953 





Mr. Chairman and members of the committee, you are all experts on the MSA 
bill. You have had the benefit of many excellent witnesses, and made your own 
observations here and abroad. 

It almost seems presumptious to add another word of advice or another bit 
of information to what you have received already. 
Here, however, are some angles you may not have considered : 
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“Every time I leave the kids my heart breaks a little.” This is a French 
mother speaking. 

She rises between 3:30 and 4 o’clock in the morning and goes out with her 
children in rain or fair weather. She pushes one child in the baby carriage be 
fore her and tugs another along by hand. They go to the city nursery, where 
she leaves them for the day. 

This is the case for many women working in French textile mills. Their shifts 
are from 5 in the morning until 1 in the afternoon, and from 1 to 10 p. m. 

What does this have to do with MSA? 

This woman's way of life is MSA translated to an individual human being in 
Europe. Or at least this would seem to be a reasonable supposition. 

The Economic Commission for Europe, in its 400-page Study of the Economic 
Situation of Europe Since the war, reported March 6, 1953: 

“The economy of Western Europe has been in a state of stagnation for the 
last year and a half. Demand has fallen, profits have decreased.” 

This halt to economic progress in Europe coincides with a year and a half of high- 
volume MSA aid to Europe. 

The study pointed out that this stagnation follows on the 5-year period of 
expanding production immediately following the war. Further, it predicts that 
this economic stagnation may well deal a mortal blow to efforts for European 
economic integration. 

Whether MSA brought about this “stabilization of misery,’ as it was referred 
to in a recent U. N. report, is of course debatable. It is clear, however, that 
deplorable social and economic conditions do exist and MSA has not helped to 
remove them. 

In fact, the most recent Report on the World Economic Situation of the 
International Monetary Fund discussed in ECOSOC April 13 notes that the 
stockpiling and rearmament beginning in June, 1950, started the world economy 
on an economic jag. Since then the situation has leveled off a little, but, the 
fund reports, international payments are still badly unabalanced, reserves have 
decreased, and the “trend toward freer international trade which was setting 
in has been, to a certain extent, reversed.” 

To go back to the woman in France: Her plight was described in the weekly 
edition of Le Monde, April 17 to 23, 1953. She is one of that large proportion 
of French women who must work. In France as a whole, among single women 
and women with 1 child, 41 percent must work; among women with 2 children, 
35 percent must work; and even among women with 3 children, 28 percent 
must work. 

France has fewer houses than it had before the war. Sixty percent of the 
young couples who marry in France must live doubled up with other families 
at the start of their married lives. A recent sampling of couples married 4 years 
ago shows 40 percent of them are still living doubled up. Many of them just 
make-do in furnished rooms in rooming houses. All these familial statistics 
are from a recent series of articles in Le Monde, which, incidentally, often 
referred to as the voice of the Quai d’Orsay. 

Le Monde estimates that French women have 400,000 to 600,000 intentional 
abortions a year. Most of the women involved are married. Fifty-three per- 
cent of the wives explain their abortion on grounds of poverty. A rising divorce 
rate is also attributed to the housing shortage. 

Let’s look at Germany. Approximately 144 million workers are unemployed. 
Germany is almost 5,000,000 houses short of what it needs to house its popula- 
tion with minimum standards of decency. The federal government at Bonn is 
spending 40 percent of its budget for occupation costs, 40 percent for social 
charges, including the support of expellees, refugees, orphans, widows, and war 
cripples. 

Many of Germany’s cities are still largely in ruins, When Bishop Dibelius 
was in Washington recently he told an audience at the Thomas Circle Lutheran 
Church, “You have heard about the miracle of German recovery; it will take 
20 years to complete it.” 

The average German income is $338 a year. 

These people want food, shoes, and homes and through MSA we are promis- 
ing them barracks. 

Great Britain has 880,000 men under arms and 850,000 workers producing for 
the armed forces. This is in a country short of manpower for vital export in- 
dustries. British production for MSA-stimulated defense absorbs just that in- 
dustrial capacity which is vital for necessry civilian investments in Britain 
and for production for export. The metal goods industry, largely involved in 
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war production, also produces about 40 percent of Britain’s exports. There is 
thus a serious conflict of demand. 

As we all know Great Britain lives, or withers, by its exports. We see, from 
consulting the little manual of Basic Data on MSA, supplied to your committee 
by the executive branch (p. 82), that the following jumps in the cost of living 
occurred after military assistance on an enlarged scale began. To be precise, 
between June 1950 and February 1953 the cost of living went up 8 percent in 
Western Germany, 16 percent in Italy, and 36 percent in France. 

3v way of comparison the corresponding figure for the United States was 12 
percent during the same period. Consider again the poor Frenchman, who has 
gone through inflation three times worse than ours since military assistance 
began. 

Lest anyone think we are not getting burned by MSA and its big brother, the 
United States military budget, it would be well to note at this point a statement 
of the United States Department of Commerce, April 21, this year, that the 
general United States public was in debt about $82 billion at the end of 1952. 
This is more than three times the mortgage on American family futures at the 
end of World War II. Approximately 14 percent of the debt had been accumu- 
lated during 1952. (See the New York Herald Tribune, April 22, 1953.) 

The first draft of this bill provides in section 605 (d) for a continuation of 
the MSA program in full or partial effect until June 1961. This could be a 
powder train of future inflation. 

We should not overlook the fact that the MSA proposal you have before you 
would authorize almost $6 billion. This means it is the second largest appropria- 
tion in the entire United States Federal budget. 

All the hardships we have described cannot of course be fully attributable to 
MSA but on the other we must not underestimate the “sterilizing” characteristics 
of MSA munitions dollars. Gun money produces nothing except guns, which are a 
complete economic loss. And, what’s worse, as has been frequently pointed out 
to this committee, every billion dollars in the form of MSA defense support 
sent to Europe brings about the spending of two and one-half more billion dollars 
for guns by the recipient countries. Nor does this tell the whole story of MSA’s 
impact. European wages and prices are much lower than here. Therefore, 
as is pointed out on page 15 of the little manual of Basic Data mentioned a 
minute ago, “European expenditures tend to understate the real costs and 
burdens of defense borne by the Europeans.” 

We have here tried to remind the committee of certain vital facts about our 
intervention in the delicate economic apparatus of foreign countries. In his 
recent speech to the country on taxes and defense President Eisenhower pointed 
out the necessity of maintaining a strong civilian economy in this country. It 
seems to us the same principle should be applied to friendly countries abroad. 

Our recommendations to you would be to slash the military sections of this 
bill to the barest minimum and to increase as far as possible the funds included 
in it for constructive purposes such as point 4, expellee housing, other aid to 
expellees and refugees, and the United Nations Children’s Fund. 


The CHarrman. If Mr. Sanders isn’t here, his statement will be 
received and put in the record. 


The committee stands adjourned. 
(Whereupon, at 12:05 o’clock p. m., an adjournment was taken.) 
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MONDAY, MAY 25, 1953 


Unrrep States SENATE, 
CoMMITTEE ON Foreign RELATIONS 
Washington, D.C. 


EXECUTIVE SESSION 


The committee met, pursuant to recess, at 10:10 a. m. in the For- 
eign Relations Committee room, United States Capitol, Senator 
Alexander Wiley (chairman) presiding. 

Present: Senators Wiley lduairtion , Smith of New Jersey, Tobey, 
Ferguson, Fulbright, Sparkman, and Gillette. 

Also present: C. Tyler Wood, Deputy to the Director, Mutual Se- 
curity Agency. 

The Cuamman. Will the meeting please come to order. 

Carry on, Mr. Wood. 


REPORT ON EAST-WEST TRADE 


Mr. Woop. Mr. Chairman, we thought that the committee, in con- 
nection with these hearings on the mutual-security program, might 
wish to have a report on the status of the east-west control activities 
carried on under the provisions of the Mutual Defense Assistance 
Control Act, known familiarly as the Battle Act. We had two rea- 
sons: First, the Director for Mutual Security is charged with the 
responsibility for carrying out the provisions of this act, even though 
it is a sperate act from the Mutual Security Act, it is an additional 
task given him; and, secondly, because the question of trade and the 
control of East-West trade, and the various problems that stem from 
that, is very closely related to, and affects, the whole foreign relations 
and foreign assistance activities of the United States Government. 

We have here this morning, Mr. Kenneth Hansen, who is the Actin 
Deputy Administrator for the Mutual Defense Assistance Contro 
Act. I will now, if I may, turn over the session to him. He has a 
brief statement to give to the committee, and we then can proceed 
with questions. 

A considerable amount of the information on this subject is, of 
necessity, classified but we assume that the usual procedure may be 
followed; in other words, that Mr. Hansen may speak quite freely 
and then have the privilege of editing the record and removing any 
classified material from it before it is returned for publication. 

The CuarrmMan. Have you some inside information? If you have, 
give it to us first. 
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Mr. Woop. I would doubt that I have inside information that you 
know nothing about. 

The Cuarmrman. The papers have been full of stories. 

Mr. Woon. I feel certain that there is some information that will 
be given you this morning that, while you already have it, would be 
dangerous to publish. 

( Discusion off the record.) 

The Cuatrman. Carry on. 


STATEMENT OF KENNETH HANSEN, ACTING DEPUTY ADMINISTRA- 
TOR, MUTUAL DEFENSE ASSISTANCE CONTROL ACT OF 1951 


ECONOMIC DEFENSE PROGRAM 


Mr. Hansen. Mr. Chairman, first of all, I should like to describe 
the program that we are carrying out under the Mutual Defense As- 
sistance Control Act. Within the executive branch of the United 
States Government we have called this program the economic defense 
program, largely because it cannot be isolated from other activities, 
including the Mutual Security Program and our military, our eco- 
nomic, and our psychological ‘effort abroad. 

Economic defense is a term which encompasses various activities 
designed to limit the military development of the Soviet bloc, and 
to increase the economic strength and stability of the free world, 
relative to the Soviet bloc. We have quite a large operation in the 
executive branh of the Government, which, of course, stems through- 
out the world. 

At the prese:.t time there are 12 United States Government agencies 
that are involved directly or indirectly, which contribute or benefit 
from the various activities going on in this economic defense program. 

We have a rather complex international relationship for carrying 
out the ends and objectives of the economic defense program as set 
down, first of all, by the Battle Act, the Mutual Defense Assistance 
Control Act. 

The international program has quite a history. It started actually 
back in 1948, and to the present day has gone through various stages 
of evolution. 


ORGANIZATION FOR CONTROLLING EAST-WEST TRADE 


Oroanizationally, we have at the present time a major informal 
policy group which meets in Europe at infrequent intervals. This 
group is composed of most of the major producing and exporting 
countries of the free world. It includes almost all of the European 
NATO countries; it also includes the United States, Canada, Western 
Germany, and Japan. 

T can give you a full list of the countries which participate. Almost 
all countries that have any trade of any significance with the Soviet 
bloc are in that group. 

It is a voluntary association, and it is very informal. The informal 
arrangements made under that group among the various countries are 
largely undertakings by the individual countries, which are made 
cooperatively to insure conformity of measures which other countries 
take in the control of trade. 
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Under that we have two informal operating committees. One 
of them meets nearly every day and has continuous sessions on export 
control problems. 

After the advent of the Korean war, we organized another com- 
mittee, semiautonomous, within this same framework, and that com- 
mittee concerns itself primarily with problems relative to the control 
of trade with China and North Korea, and also Soviet far eastern 
ports because the two are inseparable in their operations. This 
committee has five major countries as permanent members, but all 
of the other members of the parent organization do and can partici- 
pate at any time. 

The names, membership, and activities of these groups have been 
up to the present time under secret classification. However, we 
anticipate greater disclosures in the near future with respect to their 
names, where they meet, and their membership and general objective. 

We consider that very important because we have felt a lack of 
public understanding of this program, and thereby in many countries 
a lack of public support. 

Senator Frrauson. Why was it kept secret? 

Mr. Hansen. It was kept secret largely because of the fact that the 
possibilities were that the Soviets would attempt to exploit the knowl- 
edge of that, that the other countries would run into great difficulty 
in terms of their for eign relations, and a number of countries at various 
times in the past have faced very extreme internal problems in rela- 
tion to their taking overt activities to block materials to the Soviet bloc. 

At the present time we are making real strides to get the secrecy 
lifted. We have abided by the general rules of secrecy laid down by 
this group largely because of one fundamental fact, because they are 

talking largely of their trade and their controls. 

Since the United States carries on a de facto embargo policy, it 
has not been of such importance to us to publicize our own particular 
domestic activities. Certainly it is, however, in the context of the 


Mutual Security Program. 





RELIANCE ON VOLUNTARY COOPERATION 





Now, the major reliance that we have had in this program has been 
that of mutual cooperation among the countries. There is no dis- 
agreement by any of these free world countries to the objectives and 
purposes of this strategic control. 

As a matter of fact, these countries have, through their own initia- 
tive, from time to time come forward with proposals calling for 
oreater control, new items to be controlled, new techniques of control. 

As a matter of actual fact, a number of them have gone quite far 
out of their way to convince other countries which were somewhat 
reluctant as to the need and the desirability of doing this. 


ACCOMPLISHMENTS TO DATE 


The economic defense program has accomplished a number of things 
up to the present time. You are probably all familiar with the fact 
that we have been achieving much greater agreement on the actual 
items which are to be embargoed to the Soviet bloc. 
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We also have arrangements with other countries relative to a much 
more stringent control over trade to Communist China. I might 
describe that more in detail later on. 

The cooperating countries have also agreed on a number of ancillary 
controls. It is not just enough to put forth an item and say, “This 
item will not be traded.” One must also get into the trade channels 
and study, where possible, the needs, the illegal trade, the various tech 
niques that are used to circumvent the more formal controls which 
are called for by licensing procedures, and so on. 

We have gone quite far in that area, and enforcement has been one 
of the major emphases of the program in the last 4 months. We are 
attempting very hard to bring about real enforcement activity con- 
cerning a number of these agreements. Where it has taken quite some 
time to get the agreement, it very often takes too long a time in our 
view to get the actual machinery of enforcement behind whatever 
agreements or controls are put forth. 

We have done in this field in the more recent past quite a number 
of important things. Some of the major steps are in support of the 
U.N. resolution calling on U. N. members not to ship strategic goods 
to Communist China. We have had an extension of the China embargo 
list almost fourfold of what it previously was. This has meant dis 
cussion not only of the number of items to be embargoed to China, 
but also of the various trading relationships and shipping. 


DIFFERENCES ON WHAT IS CONSIDERED STRATEGIC 


Much has been made about the fact that there are differences be- 
tween the United States security lists of items that are to be controlled 
and the lists agreed internationally. We believe that the other side of 
the coin must be looked at. 

There is actually a very small range of difference between those 
items that we believe are strategic, and which other countries believe 
ure strategic. That margin is continually being narrowed. 

Tt is narrowed on the basis, however, of full and free discussion 
with these other governments, an exchange of intelligence informa- 
tion, and a judgment by those countries, individually and collectively. 
that the item is subject to embargo. 

Tn many cases where we do not achieve our immediate objective of 
getting an item embargoed, we are able to get a control over the item 
which, in many cases, is de facto embargo. 

For instance, there are four items on the Battle Act list which are 
not on the international embargo list. 

Actually, the items on the Battle Act lists are item listings that 
can comprise as many as 500 different items under a category or can 
relate to only 1. An example of that would be copper, which is em- 
bargoed flatly to the Soviet bloc. 

Another item, however, would be such a thing as a revolving crane 
with 30 tons lifting capacity or more. That again would cut off, 
perhaps, 45 different types of cranes under the general classification. 

But the differences between the international-agreed list and ours. 
as I say, are very small, and in practice we have gotten the type of 
arrangement that allows us through the pressure of the facts we 
marshal to cut down or stop the trade in those items. 
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We have a secondary list of items that—— 

Senator Frreuson. Before you get to that, could you tell us what 
the difference between ours and the international- agreed list is? 

Mr. Hansen. Yes. What I might do on this, we have had some 
charts prepared, which Governor Stassen used in a briefing of the 
National Security Council. 

( Discussion off the record. ) 











GRAY AREAS 






Mr. Hansen. Illustrative of that would be the case of a certain 
item that we have been discussing with country X. These are small 
items which are used in various electrical devices. On the other hand, 
these items are also used for some strictly civilian purposes, and 
country X had previously shipped to an Eastern European country 
certain civilian oviees of which the items in question were component 
parts. 

The Eastern European Government later requested some more of 
the items as replacement parts. 

Now, true, the items could be used in electrical equipment of various 
kinds and might be used for military purposes. 

On the other hand, country X felt that these were of such type and 
in such exact quantity for replacements that they felt there was a case 
for shipping them, and that the only use that the items would receive 
would be civilian use. 

That is a gray area case, where you have quite a discussion, and it 
is very difficult for us to state—with all the circumstantial evidence 
as to Innocuous end use—that that would make a contribution to the 
bloc. 

The Cuarrman. Where were they made? 

Mr. Hansen. They were made in the same country that shipped 
them. 

The Cuarman. Yes. 

Mr. Hansen. Now, the extreme example, such as that one, however, 
might have another connotation to it. These items might incorporate 
some advanced technology, some knowledge which, so far as we knew, 
the Soviets did not have, in which case we would make a very strong 
case for it. 

As a matter of fact, we did know in this case that those same types 
of items were capable ‘of being produced and were actually being pro- 
duced in small quantities within the Soviet bloc, and for the same 
civilian purpose. 

Therefore, we were in a gray area. But under our electrical-equip- 
ment classification and listing, those items could possibly have been 
used in military activities. And that is the gray-area type of dis- 
cussion, Where we sit down with the other governments and attempt 
to develop the evidence whereby we can make a considered judgment 
as to the contribution which something may make to the Soviet bloc. 

Senator Gmuerre. Mr. Chairman, I want to ask one more question 
of Mr. Hansen. 

Mr. Hansen. Yes, sir. 
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MEANS OF OBTAINING COMPLIANCE 


Senator Guerre. First, 1 want to compliment you on a very fine 
presentation here, and apparently your group is doing very wonde: 
ful work. But I am still a little hazy as to the working of this 
organization. 

It is purely voluntary; they meet and they consult. They have 1 
official authority, no official position, excepting they are appointed 
by their respective governments? 

Mr. Hansen. Yes, sir. 

Senator Grttetre. And then you suggest that if they can agree o1 
embargoing certain articles, all well and good. 

Mr. Hansen. Yes, sir. 

Senator Gittetre. I am at a loss to understand, if this is a group 
that is purely voluntary, with no official status, no official authority 
to enforce its findings, how, through what channels, it exerts pres 
sures to force compliance. 

Mr. Hansen. One of the ways in which it is done is in the course 
of discussions. We have found, and it has been a very gratifying 
experience, that the weight of evidence in this group is, in most cases, 
decisive. If our ev idence, our intelligence, our economic analysis or 
military analysis, or whatever it may be, if that is not completely 
persuasive on a country—and usually it is—then we do have a prob 
lem with that individual country which I will call country A. Very 
often we will talk with one country or another—any other countries 
that may have an interest in this—and they will say, “Well, we do 
not believe that country A has looked at this problem thoroughly, 
and we feel it is necessary to have an understanding on it.” They 
more or less make representations through their normal diplomatic 
channels to country A. 

The pressure is not 2 coercive pressure in that extent. It is merely 
a persuasive pressure, which we have found has in most cases carried 


the day. 


DETERMINATION OF STRATEGIC ITEMS 


Senator Gitterre. May I just supplement that by another inquiry. 
Let us turn the coin over. We have on our list X articles that are not 
on the international list. 

Mr. Hansen. Yes, sir. 

Senator Gitterre. And we are insisting that those be included and 
be limited. 

Mr. Hansen. Yes, sir. 

Senator Grtterre. They, during the consultation and discussion, 
convince us that we have made a mistake—— 

Mr. Hansen. Yes. 

Senator Gitette (continuing). And we decide that it ought not 
oo be embargoed or ought not to be restricted. Who makes that 
aec ision ? 

Mr. Hansen. That decision is made by the Battle Act Adminis- 
trator, by Governor Stassen, who is, under the Battle Act, required 
to establish the lists of materials that should be embargoed. 

Senator Gittetre. Then the report is made to him, and the decision 
is made by him? 
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Mr. Hansen. Yes, sir; and he receives the advice of the other Gov- 
ernment agencies which have interest or concern in that; this is also 
required by the act. 

Senator Gitterre. I do not want to anticipate your further state- 
ment, but I am interested in the subject to transshipment. 

Mr. Hansen. Yes, sir; I will get to that. 

Senator Gitterre. You are coming to that? 

Mr. Hansen. Yes, sir. 

Senator Gutetre. All right. 

Senator SparKMAN. Before you get to transshipment—— 
Mr. Hansen. Yes, sir. 


TRANSIT TRADE IN DENMARK 


Senator SPARKMAN (continuing). Late last summer or early last fall, 
Congressman Battle went over to Denmark, particularly to check on 
the situation there. You will recall his trip? 

Mr. Hansen. Yes, sir. 

Senator SparKMAN. It was following the incident of the tanker. 

Mr. Hansen. Yes, sir; right, sir. 

Senator Sparkman. When he came back he gave out a very disturb- 
ing statement to the effect that shipments of war materials were 
going from Copenhagen to Lron Curtain countries. Did he make a 
formal statement to you or did he submit a statement to the adminis- 
tration? 

Mr. Hansen. He did actually write a report. We had a number of 
informal discussions with him. He also wrote a letter to the Admin- 
istrator at that time, Mr. Harriman, in which he pointed out what he 
thought were some of the deficiencies in the program, and actions 
that had not been taken. 

Further, he prepared a report for his committee, which he was kind 
enough to review with us, primarily for security, because we had given 
him access to secret information and had allowed him to talk to the 
other Government people under the same assumption, that he would 
abide by the security with them. 

His statement with respect to Denmark was only related to the mat- 
ter of transit trade, which he had observed, and where, in the Danish 
ports, as well as in a number of other European ports, the controls 
were not as he believed they should be. 

Senator Sparkman. In other words, it did not relate to direct ship- 
ment from Denmark? 

Mr. Hansen. No, sir; and it didn’t relate actually to war material, 
as I recall. It only related to certain items which they were shipping, 
which were on the secondary control list, and which he felt should 
have been on a primary control list. 

Senator Sparkman. As I recall, some official of the Danish Govern- 
ment—perhaps the Director of the Port Authority, or some such 
official—took rather sharp objection to his report. 

Mr. Hansen. Yes, sir; there was an exchange at that time. 

Actually, what happened was that Congressman Battle stated some 
criticism of the transit trade and free-port activity in Copenhagen. 
There was rather an exchange there because they claimed he had not 
swe to the port. Actually, it was not necessary for Congressman 

attle to go to the port to make the statement or to make the report. 
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He had received a great deal of that information from us, and from 
discussions with various Danish officials. 

That exchange was merely with one port official who felt that he was 
receiving a black eye without due regard for the facts. That was not 
the case. 

On the other hand, the port official was not responsible for th: 
action because the criticism that Congressman Battle made was as to 
their allowing items to go, and not as to the slipshod procedure in th« 
port, which we consider one of the better controlled in all of Western 
Europe. 

Senator SparkMAN. It was straightened out satisfactorily ¢ 

Mr. Hansen. Yes, sir; it was. 

Senator SparKMAN. I may say that I was rather surprised myself at 
the statement because I felt that Denmark had been one of the most 
conscientious countries in trying to work it out. 

Mr. Hansen. We have always felt that. 

These countries, we have found, have been completely honorable in 
their analyses of the strategic nature of commodities. Sometimes 
they have marshaled evidence as to the use of certain items which we 
have not found convincing, but what occurs usually in this program 
is that when we do not have agreement, it is an honest difference in 
judgment, and these countries we have always felt are entitled to their 
judgment insofar as it affects their own action. 

On the other hand, we use every means possible to convince them 
as to the rightness of our view and our position. We have found that 
in many cases they have brought forth information which we had not 
had available to us. Ours, by far, is the greatest effort, however, to 
determine and rate and study these items. That comes from the fact 


that we have many more resources than most of the smaller countries 
for that. 
Senator Frrcuson. Do you know any reason why the governments 
do not act as governments, why they do this on a voluntary basis? 
Mr. Hansen. Sir, the governments do it as governments. 


CONTROLS ON CHINA TRADE 


Senator Frereuson. Is China on the the same basis as the Soviet 
and the satellites ? 

Mr. Hansen. No, sir. The China embargo—it is very difficult 
to state it in any statistical terms. It is fourfold or fivefold greater. 

Senator Frereuson. Then, what is strategic to China is different 
from what it is to Czechoslovakia ? 

Mr. Hansen. We recognize that as a basic fact. The economic 
development of the Chinese economy is much different and much 
more primitive than that of Western Europe. Therefore we go 
much further in our judgment of what is helpful to them. 

We also go much further on the presumption that most industrial 
items that might get to China are of some use at the time they are 
an aggressor in Korea, and this more or less places the burden of 
proof on the person who wishes to trade or feels that he must, as 
against those who wish to abide by the general rules of the embargo. 

“Senator Feravson. Is Korea, North Korea, in a different cs ategory ! 
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EMBARGO ON NORTH KOREA 


Mr. Hansen. North Korea is subject. to the same category of 
controls, however, by blockade we do not allow any direct shipments 
to North Korea because of the hostilities there, and we consider that 
they will receive goods either from China or from the treaty ports in 
the Far East, which we all treat the same. 

Senator Frereuson. All right. 

Now, we have an embargo then on North Korea / 

Mr. Hansen. Yes, sir. 

Senator Frereuson. We treat Russia, which is supplying North 
Korea and China, in a different category than we do China or North 
Korea, and China in a different category than Russia and North Korea. 

Mr. Hansen. Yes, sir. 

Senator Frerauson. We do not consider, then, that we are at war 
with China. These nations do not consider that they are at war with 
China ¢ 

Mr. Hansen. Actually, if I put it the other way, they all agree that 
China is an aggressor in the world situation and, therefore, they go 
to extreme lengths to restrict trade with China to what they believe 
are demonst ‘ably nonstrategic goods and only where they feel there 
is a net advantage in such trade. 

Senator Frerauson. Some of these nations have troops fighting in 
Korea ? 

Mr. Hansen. Yes, sir. 

Senator Fercuson. They do not consider they are at war with China, 
and if it were not for our embargo, they would not consider they were 
at war with North Korea 

Mr. Hansen. No, sir. Actually, the countries have only felt that 
their trade with China and with far-eastern ports should take place 
in the cases where they believe that that trade is worth while in some 
way to them. They have not gone so far as to follow the United 
States, which has taken the moral imperative completely, and decided 
to cut off all trade with those areas 

Senator Frerauson. Then, if it was not for our embargo with North 
Korea they would be trading with North Korea. 

Mr. Hansen. I think it is very unlikely. 

Senator Feravson. What is the difference between China and North 
Korea ? 

Mr. Hansen. Actually, no basic difference if one considers the forces 
that are fighting. 

Senator Frereuson. Then it is our embargo that keeps them from 
trading. 

Mr. Hansen. Yes, sir. 

Senator Smrrn. Mr. Chairman, I would like to ask a question. 

Mr. Hansen. Yes, sir. 


BREAKDOWN OF TRADE WITIHL CHINA, 1948-52 


Senator Smrrn. Can you give us the figures of East-West trade 
from the time of the Korean outbreak right “dow n to date, every year? 
I have received varying figures, and I would like to have them all in 
the record, year by year. 
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Mr. Hansen. All right, sir. May I ask some of my people to loo! 
through that for a moment, and we will see whether we can pull the 
figures out. 

Senator Smrri. I just wanted it for the record. I wanted the re: 
cord to show the expansion of that trade since the Korean war began, 
because I am advised it has expanded very materially. 

Mr. Hansen. Yes, sir; I will supply those facts to you. However, 
it has not expanded since that period. 

Senator Smirn. I want all kinds of trade, direct and indirect, every 
thing that has gone to China since the Korean invasion. 

Mr. Hansen. Yes, sir. 

May I, as a preliminary, give you some of the figures for this trade 
in broad categories? First of all, imports from China in the year 
1948, $480 million ; 1949, $430 million 

Senator Smrru. These are imports from China ? 

Mr. Hansen. Imports from China; yes, sir. 

Senator Guterre. By the United States? 

Mr. Hansen. No, sir; this is by all the free world. 

Senator Griterre. The entire world. 

Senator Fereuson. In 1948, what was the figure ? 

Mr. Hansen. $480 million, imports; 1949, $430 million; 1950, $540 
million ; 1951, $500 million ; 1952, $355 million ; those are imports from 
China. 

Exports to China: 1948, $525 million; 1949, $325 million; 1950, $470 
million; 1951, $450 million; 1952, $275 million. 

Senator Gitterre. Do you have those broken down so that you can 
put them in the record to show which of the countries—— 

Mr. Hansen. Yes, sir 

(The information requested is as follows :) 


Annual exports and imports of free world to Communist China, 1947-52 


(Thousands of United States dollars} 


Exports Imports Exports | Imports 


bee sit geet pea e es “Et icy aeT ‘ Ui io 4 ; Lins 
| Switzerland: ! 
1947... wlieseie a 67, 227 | 96, 246 | 1947. ._. 4 ieee | 11,797 | 5, 349 
1948 oe ae 70, 652 | 108, 468 1948 12, 261 9, 610 
1949 | 126, 862 | 137, 759 1949 J ‘ 13, 118 | 3, 981 
1950 255, 700 150, 141 1950 : 17, 845 | 13, 300 
1951 --| 280, 664 151, 043 1951 { 25, 743 12, 887 
1952... . 91, 006 145, 297 1952 ab 17, 981 9, 872 
Pakistan: United Kingdom: | 
1947 5, 454 15 1947 51, 682 28, 904 
1948 9, 889 20, 822 1948 J 35, 131 33, 050 
1949... 3, 476 16, 251 1949. _. 9, 403 | 14, 410 
1950 7,414 17, 131 1950 10, 055 | 28, 908 
1951 : 45, 388 16, 952 1951 te | 7, 566 | 21, 468 
1952 — 83, 853 2, 278 1952 . re -| 12,848 | 8, 375 


! Switzerland defines China to include Hong Kong, Taiwan, and Macao. Data show $14 million of 
clocks, watches, and parts in 1951 and $13 million worth of watches in 1952 exported to all 3 areas. Hong 
Kong trade data indicate the entire amount is imported by Hong Kong, which in turn reexports to China 
and to Southeast Asia, 


Hong Kong: 
| 
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innual exports and imports of free world to Communist China, 1947-52—Con 


[Thousands of United States dollars] 





Exports | Imports 





Exports | Imports 








one Canada 
1947 1, 066 1, 766 1947 34, O84 2, 304 
1948 3 767 1948 29, 128 3, 912 
1949 184 714 1949 13, 489 3, 271 
1950 3, 524 900 1950 1, 896 4, 884 
1951 4 991 861 1951 338 1, 831 
1952 8, 923 | 691 1952 1,171 1,311 
Finland: Belgium-Luxembourg 
1947 309 1947 15, 689 1, 443 
1948 235 1948 9, 224 2, 020 
1949 82 1949 9, 842 823 
1950 192 1950 7, 378 7, 511 
1951 730 1951 9, 444 18, 425 
52 274 1952 604 4, 698 
I 1 Sweden: 
1947 9, 071 1947 6, 328 
1948 5, 147 1948 9, 312 
1949 1, 895 1949 6, 584 
1950 1, 105 1950 3, 906 
1951 28, ARG 1951 1, 518 
1952 ¢ 32, 427 1952 600 
Ital Australia: 
1947 2,949 2, 229 1947 14, 050 
1948 5, 343 1, 923 1948 7,219 
1949 2, 767 4, 851 1949 2, 232 
1950 1, 351 1, 701 1950 1, 897 
1951 915 7, 939 1951 1,042 
1952 3, 539 2, 511 1952 556 
France Netherlands 
1947 8, O15 14, 406 1947 1, 847 6, 852 
1948 3, 400 7, 800 1948 658 2, 496 
1949 2, 600 5, 400 1949 200 1, 055 
1950 3, 156 5, 509 1950 443 11, 260 
1951 1, 950 17, 404 1951 313 17, 335 
1952 3, 286 5, 583 1952 34 4, 868 
Federal Republic: Japan: 
1947 NA NA 1947 10, 162 5,018 
1948 846 3, 445 1948 4,074 24, 823 
1949 413 6, 879 1949 3,151 21, 502 
1950 11, 384 14, 661 1950 19, 643 39, 536 
1951 4, 022 48, 759 1951 §, 828 20,179 
1952 2, 800 17, 579 1952 500 14, 900 
Norway: Malaya: 
1947 3, 736 1, 803 1947 3, 940 57,413 
1948 2, 930 2, 676 1948 6, 618 50, OR1 
1949 2, 578 2, 386 1949__. 3,071 34, 162 
1950... 831 2, 616 1950 40, 516 31, 270 
1951 676 2, 381 1951. - 32, 509 41, 526 
1952 4 1, 749 3, 175 1952 10 39, 471 
Burma: United States: 
1947 ; 10, 530 2, 627 1947 _. 353, 538 116, 705 
1948. . 4 13, 427 5, 021 1948 273, 400 120, 345 
1949 11, 273 10, 013 | 1949 82, 673 107, 124 
ES ee er be 1, 404 1, 970 1950 46, 548 146, 496 
Wiekcetiet i ecmahitinwctn 1, 798 1, 516 1951 (2) 46, 519 
PR ceeecenepeass 1962... pease 





? $181 only. 


Mr. Hansen. We have fairly complete trade tables up through 
1952. TI think we are just finishing off in the Department of Com- 
merce the total year 1952, broken down in detail. 

Senator Griterrr. That breakdown, of course, would show that the 
total might be less in one year, but the figure might be increased for 
some particular country. 

Mr. Hansen. That is right, sir. 

I must point out, too, that these figures are not truly reflective of 
the volume of that trade. The price fluctuations, if you will recall, 
over the period 1950-51 were quite significant. Therefore, I would 
like to also submit some additional data as to the volume of trade 
which occurred at this time. 

Senator Gittetre. This is licensed export and import trade? 
Mr. Hansen. Yes, sir; licensed, or free for the earlier periods. 
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Senator Smrrn. What is the source of those figures? Are those 
N. compilations, or what ? 

Mr. Hansen. I believe these are Department of Commerce, Senator. 
We attempt to use the very best figures we can get. Very often it is 
the U. N. figures, adjusted by our own study and analysis. 

But the Department of Commerce has a special section which was 
instituted at the onset of the Battle Act, which does nothing but com 
pile East-West trade figures, and we vouch for these figures as being 
fairly definitive; on a number of them we received confidential break 
downs in order to assure their accuracy, which are taken straight 
from the customs areas of the various countries. 


QUANTITIES AND ITEMS SHIPPED IN CHINA TRADE 


Senator Smirn. Do you think you could show quantities and items, 
as well as dollars? 

Mr. Hansen. Yes, sir. 

Senator Smrru. I think that would be valuable. 

Mr. Hansen. Yes, sir; I will get that. 

(The information requested is as follows :) 


Principal exports of selected countries to China, 1951 and 1952 


Value (thousands 


Quantity of dollars) 


Unit of 
quantity |- -—-- eugene 
1951 1952 1951 1952 


Commodity and country 


France 

Ammonium sulfate, sulfonitrate, ammonium 

nitrate M. tons 

Sheet iron and steel do 
Italy 

Ammonium sulfate 4 do 

Rayon viscose and other artificial fiber yarns do 
Switzerland:? 

Aniline and other coal tar dyes do 309 

Textile machinery and parts : do 718 
United Kingdom: 

Sodium compounds 1,000 Ibs 999 

Other chenicals ¥ 

lextile machinery 1,000 Ibs , 646 

Wool tons do 423 
Eevnt: Cotton, riw do , 362 
Pakistan: Cotton, raw do , 066 
India: Jute, sacking, gunny bags do 24, 426 
Ceylon: Rubber, raw do 2,417 
Malaya: Rubber, raw do 50, 908 
Hong Kong 

Crude rubber 

lextile fibers 

Textile yarn 

Crude materials, n. e, s 

Fertilizers 

Dyeing, tanning and coloring materials 

Chemical elements and compounds 

Tron—steel 

Machinery, except electric 

Flectrical machinery 

Transportation equipment 

Metal manufactures 

Paper and manufactures 

Medicinal and pharmaceutical products 

Scientific instruments, watches, photo, and 

optical goods 


FP 
APR PNK fn» 


nngo 


Not reported 
? Switzerland defines China to include Hong Kong, Taiwanand Macao. Data show $14 millicn of clocks, 
watches, and parts in 1951 and $13 million of watches in 1952 exported to all three areas. Hong Kong trade 
data indicate the entire amount is imported by Kong Kong, which in turn reexports, to China and to south- 
east Asin 
’ January to September. 
‘January to August. 


Note.—France and Italy include Taiwan with China, 





Hong Kong: 


MUTUAL 





Commodity and country 


Live animals (chiefly for food 

Dairy products, eggs, and honey 

Fish and fish preparations 

Cereal and cereal preparations 

Fruits and vegetables 

Coffee, tea, cocoa, spices, and manufactures thereof 


Feeding stuffs for animals (not including unmilled cereal 
Oleaginous seeds, oil nuts, and oil kernels 


Textile fibers 

Animal and vegetable oils (not essential oils) fats greases and 
Paper, paper board and manufactures thereof 

Textile yarn, fabrics, made-up articles and related products 


France 


Egg yolks 
Bristles for brushes 
Crude 
Prepared 
Sausage casing 
Peanuts 
Tea 
Tung oil (crude) 
Albumen (other than inedible and denatured) 
Floss silk and silk waste 
Rame (crude, combed and waste) 
Raw silk 
Habutai, shantung, and other oriental silk fabrics 
Braids (hat making) 
Hats, umbrellas, canes, feather articles, ete 


United Kingdom: 


Maize 
Feeding stuffs for animals - 
Eggs, not in shells _ 


West Germany: ? 


Eggs, not in shell 4 
Sausage casings a 
Bed feathers 

Peanuts, unshelled 

Peanuts, kernels 

Soya beans 

Sun flower kernels 

Rape and rape seed 

Oilseeds and oleaginous fruit 

Fruit preparations 

Albumen 

Plaits, (hat making, etc) 

Silk fabrics 

Bristles 

Copper 

Tin 


Norway: ? 


Oil seeds, nuts, and kernels 
Tung oil 

Intestines , 

Feathers and down (crude) 


United States 


Foodstuffs 

Furs and manufactures 

Bristles sorted, bunched or prepared 
Feathers, crude 

Vegetable products, inedible 

Textile fibers and manufactures 
Tungsten ore and concentrates 

Tin bars, blocks, pigs, scrap, and alloys 
Menthol 





1 France reports Formosa with China. 
? Norway reports Formosa with China. 
3 West Germany reports Tibet with China. 


Source: Commerce OIT data. May 26, 1953. 
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Principal imports from China for selected countries, 1951-52 


Senator Frereuson. Do you think that the 










1953 





1951 


derivatives 21, 295 


363 


4, 169 
2, 220 


1, 759 
951 
803 


37, 119 


387 


3, 208 





actual 


really registered in the respective countries ? 
Mr. Hansen. All of these that we report are. 


Senator Frreauson. Yes. 


dol 


Value (thousands of 
United States 


1 





shipments : 
















lars 








860 
352 
&34 
303 
R78 


, 310 


643 
161 


, 002 


mover 


992 
337 
193 


638 
583 
129 





ire 
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Mr. Hansen. The illegal trade—we have no possibility of a detailed 
tabulation of that, but we have had at various times indications of 
which items were being attempted to be smuggled, or actually we get 
post facto smuggling reports. 

Mr. Hansen. Yes, sir. 

The Cuatrman. We would like to go on with your scheduled re- 
marks but Senator Smith wants to ask a question first. 


POSSIBLE EFFECTIVENESS OF A CHINA BLOCKADE 


Senator Smirn. I have a question along this line. I have been 
engaged in a good many conversations on the effectiveness of the 
blockade of China. What would have been the effect, after the Korea 
war started and Communist China came into that war, of a tight 
blockade ? 

Many of our naval people with whom I have talked, think that 
would have wound the war up in possibly 6 months. 

That is a matter of speculation, 

The British view, however—and I have talked with many of my 
British friends—is that even if we had had a tight blockade it would 
have been ineffective. Russia could adequately have supplied China 
with the wherewithal to live, and her economic life would not hav 
been materially affected if we cut off every bit of East-West trade 
outside of Russia. 

The answer to that is: “Let Russia do it; they will get tired doing 
it very quickly. Let us blockade and let Russia carry this load.” 

[ never got a satisfactory answer either way on the effect on China 
of cutting off her entire economic life from the outside. Did you make 
any study of that in your office? 

Mr. Hansen. Yes, sir; we have. We have made a number of studies 
of it, actually not directly in my office, but within the executive branch. 

It is difficult for me to discuss that because those are estimates which 
are available to the National Security Council. 

However, I might point out the actual items which are involved in 
the major part of the trade by the West with China. They are in 
terms of items, cotton, which accounts for quite a large percentage 


of it 





The CHarrman. From where? 

Mr. Hansen. From Pakistan primarily. 
The Cuatmrman. Does that come by boat? 
Mr. Hansen. It comes by boat; yes, sir. 
The Carman. Yes. 


Mr. Hansen. Mostly British ships; I think a couple of Pakistani 
ships also. 


ITEMS IN EAST-WEST TRADE 





Then there is jute and jute gunny bags from India, which is another 
major item; fertilizers from various of the western countries, includ- 
ing the United Kingdom. Those are the principal items. Then there 
are some sundry items of semi-industrial nature, medical nature, anti- 
biotics, which happen to be a rather large item in the present trade 
statistics. 


The Cuarrman. What percentage of the total in each year are those 
three items that you mentioned ? 

















a. 
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Mr. Hansen. I think I can give you an estimate for last year. 
About 80 percent of the bulk items. 

The Cuairman. Eighty percent; that is cotton, jute, and what else ¢ 

Mr. Hansen. Cotton, jute, fertilizers—80 percent of the bulk 
cargoes. 

The Cuarrman. Yes. Thank you. 

Mr. Hansen. As to those three items, if I may describe them a little 
bit because that would be what we might call the major impact of this 
cutoff, first of all the Chinese themselves have production of cotton 
and their cotton production could increase toward the point of self- 
sufficiency, we feel, rather rapidly. 

On the matter of jute, the major use for jute is to make gunny sacks 
for the export of foodstuffs which come from China to the free world. 

We do know that those supplies could be substituted for, domesti- 
cally, in China with other types of materials. 

With respect to fertilizer, the impact of the fertilizer shipments to 
the West on the Chinese economy would probably be very slight. 
Actually, the fertilizer imports by China are an aftermath of our lend- 
lease shipments of fertilizer to China whereby they got rather used to 
using the concentrated western fertilizer as against their own types. 
They could probably do very well without it. 

Now, these constitute the bulk shipments. Most of the ships going 
into China are carrying these bulk types of items. 

There is a question as to whether or not if we nad a complete stop- 
page of trade by the West with China the Russians would ship across 
the Trans-Siberian Railway or in their own vessels these bulk items 
in the quantity they are now receiving them. 

On the other hand, they possibly could get enough of them if it 
were that important. There is a question as to whether or not they 
would use their transportation facilities to burden themselves with 
these bulk cargoes, whereas what they are actually shipping is mostly 
the military supplies for the fighting in North Korea. 

Senator Frereuson. Therefore, if China would require those ship- 
ments you would cut down on its military supplies. 

Mr. Hansen. If they were required. 

Senator Frrcuson. Yes. 

Mr. Hansen. There is a question as to whether the Chinese really 
required these in respect of the well-being of their economy or 

Senator Frercuson. Why do you give them the benefit of the doubt 
in these items ? 

Mr. Hansen. We have not, as you know, given them the benefit of 
our doubt. 

Senator Frreuson. Yes, but why do our allies? 

Mr. Hansen. Our allies do it for a variety of reasons. One of the 
niajor ones is that they consider there are special situations and special 
circumstances with respect to imports from China which are necessary. 

It is also complicated on the part of the United Kingdom and possibly 
other countries in their recognition of Communist China which, of 
course, we have not agreed with. 
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UNITED STATES TRADE WITH CHINA 


Senator Fercuson. Would you say that this country, in your opin 
ion, from all the knowledge you have, is treating the war now in Korea 
as a war with China, Red China? 

Mr. Hansen. So far as the United States is concerned, we are ce1 
tainly treating them as a full-fledged aggressor. 

Senator Frreuson. Now, you changed the word in your answer 
from my question. Mine was “war,” and you used the word “aggres 
sor.” You have used that twice or three times. You distinguish then 
between war and an aggression. In other words, America does not act 
now as if we were at war with China? 

The CuarrMan. Congress has not declared war, Senator. 

Mr. Hansen. That is really what 1 have been wrestling with, 
Senator—the formal sense of a declaration of war as against treating 
an aggressor of that sort. 

_ We have not gone as far as we might if we had declared war on 
China. 

Senator Fereuson. What difference would it make, in your opinion, 
if we declared war? 

Mr. Hansen. If we declared war, I assume we would undertak« 
military operations against the mainland of China; we would under 
take a naval blockade. 

Senator Fereuson. It does not mean if you declare war that you use 
a particular strategy. 

Mr. Hansen. No, sir: that is right. 

Senator Fereuson. I am talking about trade now. 

Mr. Hansen. So far as trade goes, we would probably do as we are 
now. We might add to it in terms of military strategy and tactics 
a naval blockade. 

Senator Ferguson. Well, that would be a matter of strategy. 

Mr. Hansen. Yes, sir. So actually what we would do under those 
conditions is what we have done. There is no trade by the United 
States with China at the present time. 

Senator Fercuson. When we were at war with Japan we certainly 
did not trade with her. 

Mr. Hansen. That is right, sir. 

Senator Fereuson. When we were at war with Germany we did not 
trade with her. 

Mr. Hansen. That is right, sir. 

Senator Frrauson. But we are now today trading with China. 

Mr. Hansen. No; we are not. 

Senator Frrauson. Are we getting no shipments from China? 

Mr. Hansen. Actually we have discontinued our imports from 
China. 

Senator Frrauson. When? 

Mr. Hansen. We discontinued import licenses last year. 

Senator Ferauson. When last year? 

Mr. Hansen. The import licensing was stopped in July of last 
year. 

Senator Frerauson. Then this country has had no shipments at all 
from China, Red China, since last July ? 
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Mr. Hansen. We have had shipments under outstanding licenses. 
We have imported stockpile materials, hog bristles, and so forth. 

Senator Frreuson. I am talking about shipments now. Are we 
still trading with China? 

Mr. Hansen. We are not importing anything from China at the 
present time. ove 

Senator Fercuson. When did we stop all imports from China? 
When did we stop stockpiling or any other ¢ 

Mr. Hansen. Let me give a description of the stockpiling. First 
of all, the Treasury stopped issuing licenses for the import of stock- 
pile items in July, I believe, of last year. Since that time there have 
been goods which have been moving to the United States; most of 
them, however, were already outside of China and were given a 
special license for import to the United States. They were already 
in free ports or storage or in the custody of some other country at 
the time, but they were Chinese-origin items. 

Senator Frereuson. When was the last that any goods were shipped 
from China that came to the United States? 

Mr. Hansen. I can only give you a general period. It would have 
been the first half of 1952. 

Senator Frercuson. First half of 1952? 

Mr. Hansen. Yes, sir. 

Senator Frrcuson. Nothing has been received since that time for 
stockpiling ? 

Mr. Hansen. So far as I know, Senator, only those items that had 
already gotten outside of China, but were still considered under our 
Trading With the Enemy Act as imports from China. They were 
already in entrepot or in storage outside of the mainland of China. 

Senator Frreuson. Have we now a Trading With the Enemy Act 
so far as Korea and China are concerned ? 

Mr. Hansen. Yes, sir. 

Senator Frreuson. Does it make any exceptions? 

Mr. Hansen. It makes exceptions under an approved license from 
the Treasury Department. In other words, if we found it beneficial 
to receive something from China at this moment, a license could be 
granted on determination within the executive branch that we did 
want the imports. 

Senator I’ereuson. What about shipments? Is that purely mili- 
tary? 

Mr. Hansen. Into China? 

Senator F'rreuson. Yes. 

Mr. Hansen. No; in the matter of exports to China we have an 
embargo on exports to China. However, that embargo is subject to 
licensing control by the Secretary of Commerce. 

Senator Frreuson. So we can vary that? 

Mr. Hansen. Conceivably if he, in consultation in the executive 
branch, felt that he should issue an export license of some item to 
China, he could possibly do it. In actual fact he has not, and prob- 
ably would not. 

Senator Frreuson. When was the last shipment to China from the 
United States? 

Mr. Hansen. I think it is December 1950, when the T-1 and T-2 
orders went into effect. 

Senator Frereuson. That is all, Mr. Chairman. 
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EFFECT OF A BLOCKADE ON CHINA 


Senator Smrru. I am not quite clear yet, as to whether in you 
judgment a tight blockade of China would have strangled her eco 
nomically or whether it could have gone along without much effec‘ 
as to the blockade. The British position is that it would not have made 
any difference. I just cannot believe that. 

Mr. Hansen. Sir, I would say this: That I do not believe that 
any blockade would strangle her economically. I do feel that any 
denial of the goods that they are now receiving, appreciable denial, 
would have some effect in China. But it is a very great question as to 
whether that would affect their activities in Northern Korea or would 
adversely affect to any measurable or very measurable extent, their 
economic buildup or their economic well- being. 

Senator Smrrn. Did you include in the figures you gave earlier 
the trade that was carried in Russian vessels and landed in Russian 
ports like Dairen and Port Arthur? 

Mr. Hansen. No, sir; this was from the free world. 

Senator Smrrn. Have you figures of what went in through the 
Russian ports ? 

Mr. Hansen. We have no exact figures on that, Senator Smith. 
However, I might point out that in general the ratio of Chinese trade 
has just about reversed since the beginning of that war. The Chinese 
used to have 70 percent of their trade with the free world and 30 
percent with the Soviet bloc. It has just about reversed at the present 
time. It is 70 percent Soviet bloc and around 30 percent in bulk items 
with the free world. 

Now, whether that 30 percent, cutting it off, would have a measur- 
able effect on their ability to prosecute the fighting in North Korea 
and in terms of the particular items that are involved, there is serious 
question. 

In appraising the naval blockade there are other factors, however, 
to take into consideration, such as the movement of goods along the 
coast of China, and so on, which I am not enough an authority to 
discuss. 

Senator Smrrx. Does the bulk of the trade with Russia come by 
sea into the Russian ports or overland ? 

Mr. Hansen. It comes overland. 

Senator Smrrn. It comes overland ? 

Mr. Hansen. Yes, sir. 

Senator Smrru. Would putting pressure on that overland route 
engender the possibility that Russia might build a parallel railroad 
across Siberia ? 

Mr. Hansen. That argument holds very true. If you deny some- 
thing to somebody it acc elerates the development of something to take 
up the slack. On the other hand, the development of that “parallel 
line is not necessarily the ease in point. The amount that a railroad 
can move depends to a great extent on the rolling stock and the traffic 
conditions, and it is not always necessary to have a double track in 
order to achieve a doubling or sometimes even a trebling of commerce 
over that track. If the maintenance and repairs are kept at a high 
level, if routing is proper and they have enough sidings, and so on, 
that might accomplish the same result. 
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Senator Smiru. Then you do not think that there would be much 
danger of Russia doubling, under those circumstances, her rail 
capacity ? 

Mr. Hansen. It is always a possibility. Whether they would abso- 
lutely have to do it in taking up this slack, I just do not know. 

Senator Sanrn. I gather from your testimony you do not think 
that the blockade of China would be worth the risk. 

Mr. Hansen. Well, sir 

Senator Smitn. I mean, the net results would not be worth the 
risk. 

Mr. Hansen. Well, sir, I would not wish to hazard an opinion on 
that. I have attempted, however, to point out what one would be 
stopping if that were the case, and what the impact of that might be. 

Senator Smrrn. That is all. 

Senator Futsricntr. Mr. Chairman, may I ask a question? 

The CuarrMan. Yes, sir. 











FREE WORLD 





EXPORTS FROM CHINA TO THE 





Senator Futsrieur. Maybe you already put in the record what we 
ret in return for these items which have been sent to China. You 
have mentioned hog bristles. Did you mention the other principal 
ones ¢ 

Mr. Hansen. Well, sir, I was mentioning that in respect of stock- 
pile shipments. In terms of free-world imports, some of the major 
mports, of course, are food items. 

Senator Futsrigut. What food items? 

Mr. Hansen. The free world is getting a certain amount of rice, 

th bread and feed grains, corn, vegetable oils, tung oil, soya beans, 
and soya bean extracts, eggs—dried eggs, are very important imports 

: the United Kingdom—c oking coal, iron ore. 

Senator Futsriant. Where does that go? 

Mr. Hansen. Most of the coking coal is going to Japan and, I 
believe, some of it to Pakistan. 

Senator Futsricut. And iron ore? 

Mr. Hansen. Iron ore largely Japan again. 

Senator Furpricur. Is it the theor y of your organization, or of the 
British and others, that on balance you benefit by this trade? If you 
let them have cotton and get iron ore, on balance you get as much as 
they, so at least there is no advantage to them? 

Mr. Hansen. Yes, sir; that is the criterion under which they are 
operating. They feel it is a question in this situation of net advantage. 
And if you take specific exchange—and one can always state the very 
hest example—if you take an exchange such as, for instance, Japan has 
with China, Japan got about $15 million last year of various items 
including substantial amounts of coking coal and iron ore which she 
otherwise would have had to obtain from the United States for dollars. 
Japan is not in a particularly good payments situation there. 

She shipped to Communist China only about a half million dollars 
worth of goods, of which the principal item, $190,000 of it I think, was 
seaweed. The rest were bicycles and minor items of that sort, textiles, 
cotton spindles, and so on. 

: Need in terms of that exchange the Japanese feel they very much 
venefited. 
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In the case of shipments by Hong Kong, she feeds her colony to a 
great extent off the foodstuffs procured from China, and the exports to 
China from Hong Kong are in the general category of eed andise 
which does not include strategic items; they are very carefully 
screened, 

Pakistan is shipping the cotton to China and receiving mainly in 
return cotton solttnn 


CEYLON RUBBER SITUATION 


One situation with respect to trade with Communist China that we 
are not at all happy about is the Ceylon rubber exchange. There again, 
however, the Ceylonese themselves state that the important goods ‘they 
receive in return, namely rice, is so important to them that they have 
chosen to ignore the UN embargo and the actions and remonstrations 
of the other countries. 

Senator Futsrermr. What were the facts about that rubber? Did 
we have an opportunity to purchase the rubber ? 

Mr. Hansen. We had an opportunity, yes, sir; and we offered to pur- 
chase a certain amount of the rubber. 

Senator Futerient. And give them rice in return ? 

Mr. Hansen. We were not in a position to give them the rice that 
they wanted in the quantity or at the price that they wanted. We 
do not in this country have sufficient exportable surplus of rice, and 
the rice that we had for export was under a very careful quota alloca- 
tion in terms of Ceylon and the other claimant countries. They made 
claims to it. 

We were prepared to make a quota of rice available to Ceylon—large 
in terms of the historic pattern of rice exports—and the major diffi- 
culty was that it was not enough, and the price was considered pro- 
hibitively high by the Ceylonese. They felt that they made a very 
good business transaction with China. 

Of course, in terms of the strategic rubber that they are shipping, 
we feel that that exchange was not in a net security interest of the free 
world at all. 

Senator Smrru. Is it true that we offered less than the world price 
for rubber? I have had some correspondence from friends of mine 
in Ceylon whom I happened to meet at the Interparliamentary Union 
at Dublin some years ago. They are writing to me that the United 
States did not meet the world price and they had to take the Com- 
munist price. 

Mr. Hansen. So far as I know, we offered the Singapore price for 
rubber. One of our big difficulties is that the Ceylonese have been 
offering at premium prices grades of rubber we did not need or want 
in the United States at those prices. We had already substantially 
completed our rubber stockpile and we were replenishing stocks. 

If we had gone in and attempted to buy all of this rubber from 
Ceylon that they wanted to market, we would have entered a bottom- 
less pit. We are having tremendous difficulties, as it is, with respect 
to the international rubber situation. At the present time they are 
having a number of international rubber discussions attempting to 
find some economic basis, some modus vivendi. 
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Senator Fursrienr. It was not only the nominal price of rubber but 
the rice; it was the relationship between rubber and rice that was 
significant. 

“Mr. Hansen. That is right. In actual fact the rice price to the 
Ceylonese was below the world market. 

Senator Futsrient. Ours or theirs? 

Mr. Hansen. No; theirs. Our rice price was a little higher than 
the world market. ‘The rubber which they sold to the Chinese, they 
sold at higher than the world market going price. Therefore, they 
got a good deal in both respects. 

Now, the possibility is that the Chinese, in order to do this deal— 
and we have alw ays typified it as a political trade exchange—actually 
went without in order to complete their side of the transaction. 

Senator Futsricut. They did a form of preemptive buying, which 
every country had done from time to time, did they not? 

Mr. Hansen. Theirs was not necessarily preempttive. 

Senator Futsricut. Whenever the price is above the world price 
it ought to be called preemptive. 

Mr. Hansen. Well, it would only be preemptive if it denied rubber 
to the other free countries. Actually, there is a growing surplus of 
rubber. 

Senator Fu.sricut. What I am trying to point out is if they 
could buy some place else cheaper I would call that preemptive. 

Mr. Hansen. Yes, sir. 

Senator Futsrientr. That does not matter. 

Mr. Hansen. In actual fact they could not buy it elsewhere be- 
cause the other countries under the U. N. resolution would not sell it 
to them. 

Senator Futsricur. Would not sell it to them ? 

Mr. Hansen. Yes. 





EFFECT OF UNITED STATES TRADE POLICIES ON EAST-WEST TRADE 


Senator Futsricnt. I see. Do you think that our own trade poli- 
cies have any effect upon the effectiveness of the Battle Act? 

Mr. Hansen. Our own domestic trade policies? 

Senator Futericur. Yes. If we purchase more from these countries, 
would that ease the problem ? 

Mr. Hansen. Yes, sir; there is no question that it would. As a 
matter of fact, most of the items on which the free world countries 
rely on the Soviet bloc for imports—a great number of those items— 
are those which they could only buy in the quantities they wished from 
the United States, and would require dollars for it. 

Therefore, if these other countries have more dollars earned through 
trade with us, they could buy more of these items from us, and other 
parts of the free world, too, which they used and are now being 
forced to import from the Soviet bloc. 

Senator Fu.tsricut. What would happen to these countries if you 
put in a complete embargo? What would be their alternative? 

Mr. Hansen. Their alternative for most of the items in the immedi- 
ate period would be the United States in terms of sources of supply 
for wheat, grain 

Senator Fu.erieut. Is that their alternative if they have no dollars? 

Mr. Hansen. That is not the alternative if they have no dollars. 
33902—53——43 
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Senator Futsrieut. What are the alternatives? 

Mr. Hansen. The alternatives would be, as I see it, two: Less 
consumption on their part and, secondly, the longer range possibities 
of the other areas of the free world which do supply ‘these, which 
might come into the market in greater quantity with softer cur- 
rencies. 

The other difficulty though is the other side of the coin. Where 
would they export the goods they are now exporting to Russia and 
maintain their economic activity “and production A great number 
of these countries are selling items to the Soviet bloc which are 
not competitive in Western markets. Therefore, they would have a 
great deal of difficulty. 

The Cuatrman. You are referring to Pakistan and India now, are 
you not, particularly ? 

Mr. Hansen. Yes, sir. The Egyptian cotton surplus, the United 
States exports of cotton, are in competition with the Pakistan cotton 
and pricewise are in competition. 

Norway, with her herring that she markets quite heavily behind 
the iron curtain—no one else is buying it in the free world to any 
great amount at the price she sells it. That applies to a number 
of countries. 

Austria is in that situation; Italy is in that situation, and France. 
There are two sides to that point, and if we were to increase trade 
with these countries and enable them to earn more dollars that would 
be a partial solution of the problem. 

The other solution comes from greater productivity on their part, 
greater ability to market, and so forth. 


DETERMINATION OF BENEFICIAL EAST-WEST TRADE 


Senator Fuisricut. Who makes the decision as to the relative 
benefit arising from this trade? 

Mr. Hansen. The decision is made in almost all cases by the coun- 
try concerned itself. They make a fully sovereign decision. 

‘However, in the United States Government we have a general ap- 
praisal which we make within the framework of our Economic De- 
fense Advisory Committee, and we attempt there to see whether a 
balance is being struck in favor of the 

Senator Fursricutr. You evaluate the decision of the particular 
country, and if you agree, of course, nothing happens. If you dis- 
agree you try to argue : them out of it, is that what actu: lly happens? 

“Mr. Hansen. Ac tually it comes this way. We anticipate and fol- 
low closely the development of these exchanges. 

Senator Fursricut. Then is it proper to say that in the cases of 
East-West trade that you have mentioned we have agreed that it is, 
on balance, beneficial to the free world? 

Mr. Hansen. No, sir; not in any formal sense. We have not agreed 
to it. In certain cases we do not believe that some transactions are 
in the net advantage, but those are relatively infrequent. 

Senaor Furericut. Was the Ceylon rubber case one of them? 

Mr. Hansen. Rubber was definitely one. 

Senator Futsricut. A good example of one that you consider bene- 
ficial was the exchange with Japan of seaweed for iron ore; is that 

right? 
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Mr. Hansen. That is right. 

Senator Futsricur. Any other examples that have been clearly 
beneficial to us ¢ 

Mr. Hansen. Well, there are a numer of textile shipments into 
China where the countries get in return either important foodstuffs 
such as the United Kingdom getting powdered eggs and frozen eggs, 
things of that sort. A lot of the vegetable oils and industrial oil ex- 
changes with China are, on balance, fairly important, and do give a 
net advantage. 


STOCKPILING OF HOG BRISTLES 


Senator Futsricut. This is not important, but why are hog bristles 
stockpiled ; what is the significance of hog bristles to our economy ? 

Mr. Hansen. So far as I know the major use for them has been in 
paintbrushes. 

Senator Futsrient. Paintbrushes? 

Mr. Hansen. Yes, sir. 

Senator Futsricgut. Do we stockpile them for that purpose? 

Mr. Hansen. I am really not an expert on this at all; I understand 
that is the main use. 

Senator Futsricur. I just wondered. I thought it was very odd 
that it was considered strategic, that it was an important item for us. 

Mr. Hansen. It is a matter where there are industrial needs for it 
in this country. 

Senator Futsrieut. Are their hog bristles different from the bris- 
tles of our hogs ? 

Mr. Hansen. I think they are, and certainly in terms of quantities 
available, there is a difference, because in this country we do not pro- 
cess them to that great degree. Maybe you know, Senator Ferguson, 
more than I. 

Senator Fercuson. They tell me the bristles are quite different. 

Senator Futsrient. What is the difference ? 

Senator Fereuson. Well, just the kind of a hog they have. 

Senator Futsrigur. Why don’t we import some of their hogs? 

Senator Ferauson. We do not raise them for bristles. They are not 
accustomed to the same kind of pork we are. 


ALTERNATIVES TO EAST-WEST TRADE 


Mr. Hansen. Senator Fulbright, may I go back one point? You 
were asking me earlier what one of our alternatives was in respect of 
an embargo toward the Soviet bloc as a whole, and I am afraid I left 
out one of the most important, and that would be increased United 
States foreign aid. This is in the context of greater dollar availabili- 
ties to purchase the goods that they need for their defense-support 
activities, and so on. 

Senator Futsricut. Really you could say then there are three pos- 
sibilities: We either trade more with them or we give them more aid 
or they do without? 

Mr. Hansen. Yes, sir. 

Senator Futsriut. There is a fourth. In the long run you can 
develop supplies within the free world. That does not take care of 
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their power to sell what they make. That is the weakness in that one, 
is it not? 

Mr. Hansen. Actually that works both ways. If, for instance, in 
our programs in the underdeveloped areas that are quite an element 
of the mutual security program, we develop greater exports from those 
countries, greater agricultural productivity or what have you, of 
course, that i increases ; the market. 

Senator Funsricut. I see. It increases their capacity to purchase 
these same items. 

Mr. Hansen. Yes, sir; that is right. 

Senator Futsrieut. Of course, many of these items, as you say, are 
not competitive. Do you mean that they are too high priced compared 
to our own? 

Mr. Hansen. In many respect, yes, sir. That is why the general 
increase in productivity and Spocsinn of cost in Europe is a very 
imports int element of this program, 

Senator Futsricur. The decrease in our foreign-aid program is 
going to put that much more pressure upon these countries to trace 
with the Lron Curtain; is that not true? 

Mr. Hansen. Yes, sir; and we are quite concerned about that 
element of it. 

Senator Fu.srieur. As a general principle, if we decrease our 
foreign-aid program by a billion and a half, assuming they are some 
where near the minimum of their necessities now in their consumption, 
then they will have to sell that much more to the Iron Curtain coun- 
tries, in rough figures ? 

Mr. Hansen. That would be true in certain cases. I would not say 
it is true across the board. 

Senator Fu.srieut. Oh, no, not precisely, but the pressure will be 
there. 

Mr. Hansen. Yes, sir; and that pressure exists even if they did re 
ceive that amount of foreign aid; there would still be a certain amount 
of pressure because of the general expansion of the economy and the 
greater output, the new production which is occurring in those coun- 
tries at all times. 

Senator Futsricutr. That is all, Mr. Chairman. 


TRADE WITH HONG KONG, DAIREN, PORT ARTHUR 


Senator Fereuson. Mr. Chairman, I wonder if I could ask whethe: 
these figures which you have given us on exports and imports include 
the imports into Dairen and Port Arthur, and Hong Kong? 

Mr. Hansen. They do not include Hong Kong, or rather they 
include the shipments from Hong Kong, considering Hong Kong as 
a part of the free world. In other words, we do not count a shipment 
to Hong Kong as a shipment to China. 

Senator Frereuson. I see. There is nothing in these figures that 
went to Hong Kong? 

Mr. Hansen. That is right, sir. 

Senator Fercuson. Or came out of Hong Kon 

Mr. Hansen. Only that which was exported A Hong Kong to 
China, and that is counted in these figures. 

Senator Fereuson. What about Dairen and Port Arthur? 
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Mr. Hansen. To the treaty ports, it would depend really on whether 
or not that was an export for local consumption or what the final 
destination of the export was. If the final destination 

Senator Frereuson. How are you going to find out what the final 
destination is in the case of these two ports? 

Mr. Hansen. Well, sir, the answer would be that if the port is 
operating only as a port for the import of goods into China, then 
the export from a given country is listed as an export to China. 

Senator Fereuson. Yes. Do you have anybody in these ports to 
determine whether it is just a destination or transhipment point ? 

Mr. Hansen. No, sir; I would not say that we did. 

Senator Fereuson. How do you determine what is going to China 
and what is just going to this port? 

Mr. Hansen. The way that is determined is by reviewing the li- 
censes that are granted by the country of origin. If they were to 
license an article for Dairen, a treaty port, that would then show up 
in a special statistic as an export to Russia. 

Senator Fercuson. Can you get us those figures? 

Mr. Hansen. Exports to Dairen? I doubt if there are very many, 
but we can try to get it. 

Senator Frrauson. Are we and our allies trading with Russia 
through these two ports? 

Mr. Hansen. No, sir. The trade in the Far East covers, under 
the present controls, the Communist far-eastern ports, and we con- 
sider all of them in the same relationship. 

Senator Fereuson. Do you treat a shipment to Dairen as a ship- 
ment to Russia ¢ 

Mr. Hansen. Well, are you speaking in terms—if the United States 
shipped it to Dairen; yes, sir. 

Senator Ferauson. Yes, or one of our allies. 

Mr. Hansen. That would be a shipment to Russia. 

Senator Fereuson. Yes; and not to China? 

Mr. Hansen. That is right. If it were going to Dairen on an 
export license and said, “Dairen.” 

Senator Fercuson. Yes, sir; and if it said, “Port Arthur” it would 
still be considered as being to Russia? 

Mr. Hansen. I believe so, sir. 

Senator Ferauson. Are we shipping anything at all into either of 
these two ports? 

Mr. Hansen. The United States is not. 

Senator Fercuson. When did we stop that? 

Mr. Hansen. Under T-1 and T-2. 1950; yes, sir. 

Senator Frreuson. Can you give us the figures of shipments from 
these 12 or 15 countries that are working on this voluntary basis 
into those ports ¢ 

Mr. Hansen. I believe it would be very difficult todo so. I do know 
that there are shipments to China which go through those ports. 

Senator Ferauson. But would you not consider that practically all 
the shipments are for this war? 

Mr. Hansen. We consider that any shipment to a Communist Far 
East port may be for that purpose, and most other countries consider 
the same. 
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Senator Frreuson. Why did you not get the amount, include it in 
these figures or in a separate item ? 

Mr. Hansen. I think we could attempt to do that—they are in- 
cluded in these figures. 

Senator Frreuson. So if a shipment went into Dairen or Port 
Arthur, it is included in these figures ? 

Mr. Hansen. Yes, sir. 

Senator Smirn. Let me just ask this—I understood you to say, 
in answer to my question a minute ago, that they were not included, 
and I am a little confused. 

Senator Fereuson. I am, too. 

Mr. Hansen. Well, sir, the point is that these ports are just ports, 
and the consumption that may go on in there, I am not certain how 
that is accounted for statisticwise. In most cases the goods going 
in there are going into China, into Manchuria, or into China area gen- 
erally—that is where they go. 

Senator Smiru. Why are they not part of the East-West trade we 
are talking about ? 

Mr. Hansen. They are; they are controlled in just the same way 

Senator Smiru. Then you are correct in your answer that you pre 
viously gave to me? 

The Cuarrman, You said Russian ports. 

Senator Smirn. I asked whether your figures included the trade 
through Dairen and Port Arthur. 

Mr. Hansen. Yes, sir; it would. 

Senator Smirn. Then you would correct your answer ? 

Mr. Hansen. I am not certain whether any of the statistics given 
us by other countries are for the ports as such—I think they are given 
as an export to Communist China and go through those ports, but 
we do not break down as to what ports they go through on their way 
to China. 

I will try to clarify this completely. 

Senator Smrru. Are you correct in your previous answer to me that 
those figures were not included in the figures I asked you to give earlier 
by years? 

Mr. Hansen. When I go back to 1949 IT am not certain of the sta 
tistical base for that. In the latest period, however, our controls and 
the licensing controls, and so on, have applied to Communist far- 
eastern ports, all of them, including Vladivostok. Therefore, for the 
time that the controls have really come in on China any exports to this 
area would be included in exports to China. 

Senator Smiru. That does correct your previous statement. 

Mr. Hansen. I believe it does, sir; that is correct. I do not believe 
that there is much trade at all directly in respect to Dairen for con- 
sumption in Dairen, 

Senator Frreuson. All right. Now, if it goes to Manchuria 
through these ports, is it considered going to China ? 

Mr. Hansen. Yes, sir. 

Senator Frerauson. Red China? 

Mr. Hansen. Yes, sir. 

Senator Frrecuson. All of Manchuria? 

Mr. Hansen. Yes, sir. 
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Senator Fursricut. Mr. Hansen, were you out there for the 
O’Conor committee ¢ 
Mr. Hansen. Yes, sir; I was. 








CHANGED VOLUME AND NATURE OF CHINA TRADE IN RECENT YEARS 











Senator Futsricut. As I recall it, that committee was very critical 
of any trade with the ports. Am I correct? 

Mr. HANsEN. Yes, sir; we were very critical. At the time I went 
we felt there was an inexcusable volume of trade being carried on, 
partic ularly by and through Hong Kong at that time. Just before I 
left, or shortly thereafter in June of 1951, however, the colonial office 
and the United Kingdom Government, the Hong Kong authorities, 
did put, more stringent controls than it ever had before on that trade. 

The volume or the composition of that trade since that period has 
also changed quite s signific ‘antly, particularly when we formed this 
informal committee relating to exports to China and got special con- 
trols for the China area which had not been agreed previously. 

We made a major effort during that period and shortly after the 
inception of the Battle Act in this regard, but at the time that I was 
in the Far East and traveled through that area, including Korea itself, 
looking at material that had been captured there, the situation was very 
bad and very serious. 

Hong Kong had almost doubled its trade with China between the 
period of the entry of the Chinese Communists into the war, and the 
period that I was there. 

Senator Furtsricgur. Your difference in attitude now and then is 
due primarily to a change in the conditions and an appreciation of the 
difficulties that are involved in this matter ? 

Mr. Hansen. I would say there was a little of both. 

Senator Futsrient. A little of both. 

Mr. Hansen. But primarily it has been the change in the composi- 
tion of trade, in the amount of the trade, and so on. 

I do not believe that during the period I was there and with the 
O’Conor committee that we had what one could term at all a satis- 
factory control of trade with China. I think that it is much more 
satisfactory now. However, there are still points of dissatisfaction 
with it that we have. 

Senator Frravuson. Were you then working for a legislative com- 
mittee ? 

Mr. Hansen. Yes, sir. 

Senator Frercuson. And on a legislative committee payroll ? 

Mr. Hansen. I was on reimbursible loan from an executive agency, 
the ECA agency; Mr. Foster loaned me to the committee, but com- 
pletely as a free agent. 

Senator Ferauson. Then you went back to the executive branch? 

Mr. Hansen. I went back for a period of about 2 weeks, and then 
I was asked to help set up the Battle Act office when the Battle Act 
was enacted, and I transferred to the Office of the Director of Mutual 
Security. 

Senator Ferauson. And are with them today ? 

Mr. Hansen. Yes, sir. 

Senator Smiru. I am still confused about your figures. I gathered 
from the figures of imports and exports to China you gave us in 
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answer to my earlier question that China trade ran evenly and that 
there was no big increase all of a sudden. You just said now in you 
investigation for the O’Conor committee that the Hong Kong trade to 
and from China doubled in the course of a year. 

Mr. Hansen. Yes, sir. 

Senator Smiru. I understood that is what Senator O’Conor’s com- 
mittee made a report to us on. 

Mr. Hansen. Yes, sir; and the exports of some of the other countries 
stopped completely or went down. 

Senator Smiru. That is what made the totals look pretty much the 
same or even less, while Hong Kong was pretty strong during that 
period. 

Mr. Hansen. Yes, sir. 

Senator Futsricut. What was that period you are speaking of, 
what year? 

Mr. Hansen. That was at the end of 1950 on through the summer 
of 1951. 

Senator Fursricut. Yes. 

Mr. Hansen. It was a very bad period. 

Senator Smrru. The figures I got in Tokyo showed that Hong Kong 
had more than doubled. 

Mr. Hansen. At that time. 

Senator Smirn. At that period when we were having our trouble 
in Korea, and that that ought to be stopped, and that is the reason I 
came back with a very strong feeling. 

Mr. Hansen. Right, sir, and I feel it has been controlled appreciably 
since that time. 


DATA ON HONG KONG TRADE WITH CHINA 


Senator Ferauson. Why can we not get the figures on Hong Kong? 

Is anybody doing the same work as you did for the O’Conor com 
mittee now ? 

Mr. Hansen. Yes, sir; there are a number of committees. 

Senator Frerauson. Is anyone finding out about the captured articles 
in Korea and seeing where they came from? 

Mr. Hansen. No one has gone over there for a committee. 

Senator Frrevson. Is somebody from your agency doing work 
similar to that you did for the O’Conor committee? 

Mr. Hansen. We have no one sent especially from here to Korea, 
but we do have—we have accentuated the priority of intelligence col- 
lection, and so on, in the Korean theater. 

May I give you some Hong Kong figures? 

Senator Frerauson. I wish you would. I think Senator Smith would 
also like it. 

Senator Smrrn. I would like very much to see the Hong Kong 
figures by themselves. 

Mr. Hansen. These are Hong Kong dollars. 

Senator Frrcuson. What is the Hong Kong dollar compared to 
ours? 

Mr. Hansen. It is about 6 to 1, 6 Hong Kong to 1 United States. 
Senator Frreuson. I thought it was 4to 1 when I was there. 
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Mr. Hansen. It is 0.1715 cents, 17 cents roughly, the Hong Kong 
dollar to the United States dollar. In 1948, it was $280 million; in 
1949-——— 

Senator Futsrient. Are those exports? 

Mr. Hansen. Exports to China. In 1948, $280 million; 1949, $853.2 
million; 1950, $1,461.1 million; 1951, $1,603.8 million; and 1952, $520 
million. 

Senator Fereuson. So then it dropped from 1951 to 1952? 

Mr. Hansen. Yes, sir; and the most of the—— 

Senator Frreuson. Are those just from the United States, these 
figures? 

Mr. Hansen. These are just from Hong Kong to China. The 1951 
figure of $1,600 million largely took place in the first 6 months of that 
year. 

’ Senator Ferauson. What about Kowloon ? 

Mr. Hansen. Kowloon is part of Hong Kong. 

Senator Frreuson. I realize that, yes. But so far as these figures are 
concerned, it is also part 

Mr. Hansen. Yes. Macao is the only other separate area where you 
have different statistics. 

Senator Frerauson. Would these be shipments from other free na- 
tions to Hong Kong and then into China? 

Mr. Hansen. These figures would involve exports for which the 
Hong Kong authorities take responsibility. 

Now, a large amount of this would be production in Hong Kong 
that was exported to China. Another portion of it would be exports 
to Hong Kong which were then sold by Hong Kong to China. This 
does not include transit trade, direct trade, by other countries which 
happened to go into Hong Kong harbor and off-load to different ves- 
sels and go on through. 

Senator Frrevson. Are those figures included in these that you 
gave us? 

Mr. Hansen. Yes, sir. It depends on basically who took the re- 
sponsibility for the shipment. 

If we, for instance—and this is the case which does not happen, and 
I had better give you a different country—if India shipped jute bags 
to Hong Kong with a final destination Hong Kong, then the export 
of that item to China would be on Hong Kong’s responsibility and 
under her license. 

If, however, they ship it through Hong Kong transit to China, 
then it is India who is credited with responsibility for the shipment. 
Senator Fereuson. Then it is included in the previous figures? 

Mr. Hansen. Yes, sir. 

Senator Frrevuson. You did not give us any million-dollar figure in 
1951. 

Senator Fuisrientr. Those previous figures you gave were ex- 
pressed in American dollars. 

Mr. Hansen. Yes, sir. 

Senator Futsriegnr. These you have given are Hong Kong dollars, 
that is one reason for the confusion. 

Mr. Hansen. Yes. I will convert all of the figures we supply to 
United States dollars for you. 
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(The information requested follows :) 


Hong Kong—lEgrports to China 


Thousands of 
United States dollars 


194S_... anes » aoe. . a Goe 
1949 126, 862 
1950 : « ones 200, 700 
1951 : ’ nine 5 280, 004 
1952 eles . eoneint mane Tan eee 

Mr. Hansen. Mr. Chairman. I would like to pass out some charts 
which we had prepared previously for Governor Stassen’s briefing of 
the National Security Council, and which will bring out a few other 
points which I have not covered up to this moment. 

(Discussion off the record.) 


ORGANIZATION FOR EAST-WEST TRADE CONTROL 


Mr. Hansen. Mr. Chairman, if I may go over a few of the othe: 
points in thisé And since the charts were done and we have not 
brought them up to date, I may be correcting them in part, if you will 
allow me. 

First, I would like to describe to you the Economic Defense Advi- 
sory Committee structure by which we deal with economic defense 
problems within the executive branch. 


ELAC STRUCTURE 


ECONOMIC DEFENSE 
CHAIRMAN DEPUTY ADMINISTRATOR OF THE BATTLE ACT 
STATE TREASURY 
CIA 
ODM 
INTERIOR EX-iIM BANK 


EXECUTIVE COMMITTEE 
SPECIAL JOINT COMMITTEES 


JOINT COMMITTEE ON EXPORT INTELLIGENCE 


CONTROL LEVELS WORKING GROUP 
(COORCMMATES SETWEEN EDAC AND (COORDINATES BETWEEN EDAC 


ADVISORY COMAAITTEE ON EXPORT POLICY ) AND INTELLIGENCE AGENCIES) 


— DECREASING FAR EASTERN TRANSIT 


PROGRAMS 
RELIAN TRADE 
CONTROLS AND POLICY LANCE ECONOMIC DEFENSE 


As you see, under this committee we have a number of agencies 
which are concerned with the activities of this program, State, Defense, 
Commerce, MSA, Treasury, CIA, ODM, Interior, NSRB (NSRB 
functions have been taken over by ODM), AEC, Agriculture, and 
Export-Import Bank. 

In this committee we discharge a number of functions as called 
for under the Battle Act. 

The Administrator, under the Battle Act, receives the advice and 
assistance of the other agencies that are concerned with these economic 
affairs. 
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This entire structure is advisory; these committees do not direct 
nything or issue any instructions whatsoever. That is done by the 
various executive departments in their various capacities. 

We have under the gereral committee, which meets fairly frequently, 
an executive committee, which is composed of State, Defense, Com- 
merece, and MSA, and this handles more or less the export controls 
affecting the free world. 

Phere is a major element of coordination and cooperation among the 
various agencies. We have two special joint committees which have 
been formulated. The first of these, the Joint Committee on Export 
Control Levels, coordinates our international export control effort 
with our domestic control effort, the listing of items, and the analysis 
of those items. 

We also have an intelligence working group which coordinates the 
needs of our various operating agencies with the activities and re- 
quirements of all of the intelligence agencies of the United States 
Government. 

Then we have working groups, at the present time seven, which 
are comprised of the foremost experts within the Government that 
we can find on various of the problems which require special handling. 

The first of these is the export-control programs working group, 

hich relates largely to the listing of items and the controls by third 
countries, 

Then we have an application and enforcement working group, whose 
function is to analyze the various transit controls, the licensing sys- 
tems, technical-assistance missions, and enforcement activities 
generally. 

We have a cargo transport controls working group which studies 
largely shipping; economic defense programs and policy, which con- 
siders our overall programing requirements within the executive 
branch, such things as special measures, economic countermeasures, 
ond so on. 

The decreasing reliance working group studies the problems of the 
reliance of the western countries on the Soviet bloc for either supplies 
or for markets. 

The CuarrmMan. What is your total personnel ? 

Mr. Hansen. The overall personnel in our office are 21 people, in- 
cluding secretaries. The overall personnel engaged in this effort would 
be very difficult for me to state because a number of people work 
only part of their time on it, advisory and otherwise. We do have 
staffs in most of the executive agencies which deal with this problem 
in terms of the individual ageney components. 

It is not a great number of people who are devoting full time to 
the program, but there are a large number of people who work part 
time in an advisory capacity in it, both here and abroad. 

Senator Fereuson. How many would you say were on a part-time 
list ¢ 

Mr. Hansen. As many as 200 or 300 people, depending on the 
activity. For instance, on export-control programs and levels, we 
may have 6 or 8 experts who work on electrical generating equip- 
ment, and then we also bring in advisory groups from industry to 
help us in evaluating the vulnerability of the Soviet bloc or the im- 
portance of the item. So, in terms of actual man-years it works up 
to a fairly good total. 
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We have our far-eastern economic defense group which deals with 
a special controls problem toward China, and finally the transit trade 
working group. 

Now, this entire structure is for purposes of coordination and, as 
noted in the Battle Act, the administrator of the Battle Act is re- 
sponsible for this coordination. 


FREE WORLD TRADE WITH SOVIET BLOC 


The second chart which you see gives you the overall trade of the 
free world with the Soviet bloc, 1948 through 1952, and this is in 
billions of dollars. In 1952, the exports to the bloc were about $1.4 
billion, and the imports about $1.5 billion. 

The next chart which we have shows the trade with certain countries 
and the Soviet bloc; the checkered bar shows 1951, and the solid bar, 
1952. These are just picked at random among the various countries in 
terms of their importance. 

The next chart is an index of volume of trade between Western 
and Eastern Europe, and this index points up one very significant 
thing, and that is, although the overall dollar figures seem to have 
remained pretty much the same, you will see that the volume of trade, 
using 1950 as an index, has decreased appreciably to about one-third 
of what it previously was prewar. 

Another interesting factor to be pointed out is the fact that the 
imports and exports in volume just about—in the period 1949 through 
1951—correspond to one another in actual exchanges. 

It shows the development of trade between the free world and the 
Soviet bloc whereby we have almost gotten down to a barter basis 
in terms of volume of trade. 

In 1938, the imports from the Soviet bloc by the free world were 
much greater than the exports to the Soviet bloc. 

Senator Futsricnt. How about the balance. How did they balance 
those payments ? 

Mr. Hansen. They balanced them through currency exchanges; 
for the most part, transfers of gold, and other currencies. 

(At this point Mr. Hansen gave to the committee, off the record, a 
description of the kinds and amounts of str ategic items that Western 
European countries have shipped to the Soviet bloc. ) 

The CuarrMan. Have you covered your complete statement now? 

Mr. Hansen. Yes, sir. 

The Cuarrman. Well, sir—are there any questions? 

Senator Torry. I would just like to compliment the gentleman on 
a very fine grasp of a very complicated subject. It is very apparent 
to me that he knows what he is talking about. 

The Cuarrman. Senator Fulbright? 


ALTERNATIVES TO EAST-WEST TRADE 


Senator Fu.srieur. I do not believe I have any more questions, 
except to observe that I do not know what the answer to this whole 
problem is unless there is some alternative explored, such as increas- 
ing the trade with the free world. Do you have any suggestions about 
what we can do? 
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INDEX OF VOLUME OF TRADE 
BETWEEN WESTERN AND 
EASTERN EUROPE 


( INDEX: 1950 =100 ) 


1949 1950 195! 


SOURCE’ United Notions 


Mr. Hansen. Well, sir; it is difficult to come forth with definitive 
suggestions. I might say that the planning of the Mutual Security 
rogram, the planning of the various developmental programs, the 
loans which the United States is m: iking, and a number of these 
other actions, definitely have this problem in mind when that is 
done. 


Senator Futsricut. For example, are we trying to develop the 
South American or African countries as markets for these materials 
that the European countries are now sending to the Soviet bloc? 

Mr. Hansen. We certainly have in mind in respect of assistance 
to the various countries in the free world what that may mean in 
terms of either alternate sources in supply or alternate markets for 


this trade which is going on with the Soviet bloc, and that which we 
particularly wish to stop. 

It is a long-time project, and the definitive assistance that one can 
give in a given instance is not very great. 

Mr. Woop. May I say, Senator Fulbr ight, as you perhaps noted 
in our testimony, there is in the Mutual Security Program, a plan 
or there are plans for a further development of programs to stim- 
ulate the production of material in which the free world is deficient. 
We are requesting an appropriation of some money for that purpose. 
I think we outlined to the committee a program for the further 
development of certain overseas territories of the European metro- 
politan countries notably in Africa. 

Although such programs may not change the situation overnight, 
they are clearly in the direction of what you have been suggesting, 
namely, of increasing the production of materials which now are not 
available in sufficient quantities outside the Iron Curtain for con- 
sumption in the free world countries. Incidentally, of course, such 
development would also make for larger markets for the products 
of our free world countries in those areas. 
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As to your question about what to do, I would only observe, if I 
may, that it seems to me from this discussion and from the develop- 
ment of the program that has been laid before you, that there are 
some things which it is clear should not be done. For example, an 
attempt on our part to force all of our allies, against their better 
judgment, or worst judgment, as the case may be, and against their 
will, to cut off all their trading relations with the whole of the Soviet 
bloc would seem to be a great mistake. 


IMPORTANCE OF MAKING A CASE FOR EAST-WEST TRADE 


Senator Futsrient. Instead of that, every day practically the press 
carries statements highly critical of all of our allies for doing any 
trading whatever with the Soviet bloc. 

The administration has got to present its case properly. After all, 
this is now a Republican administration, and the poor Democrats are 
not going to be listened to. Somebody in the administration has 
got to make clear the problem that is involved here. If you do cut 
off East-West trade entirely, what are you going to do about it by 
way of making that up. That appears in the press hardly at all. 

Mr. Woop. Well, in the first place, it does seem to me, just as an 
observer here, that it would be unwise, to cut off all this trade. It 
would probably harm the free world more than it would the Soviet 
bloc. 

In the second place, however—and even more important as an im 
mediate issue—it seems to me that it would be very unwise for this 
country to attempt to dictate to these allies of ours and to order them, 
as though they were satellites and not free sovereign nations, to cut 
off all their trade with the Soviet bloc. 

Senator Futsricut. I am only saying that is my impression from 
the press, that we are bringing every positive pressure to bear to cut 
off all the trade with the Communists. It is not clear to the people 
at all that there is some difficulty involved. They just think the, 
ought to cut it all off. 

The administrators have to make clear what is involved here. 
What you have just said—that we would not seek to cut off all trade 
with the Soviet bloc—has certainly not been said in the press. I have 
noticed on the contrary it is just the opposite. 

Mr. Woop. Well, the attempt, as Mr. Hansen has explained, has 
been, with the exception of Communist China, which has been 1 
garded as an aggressor 

Senator Futsrient. Yes. 

Mr. Woop (continuing). To reduce by common action and agre¢ 
ment the shipment of items of real strategic importance to the Soviet 
bloc. While the achievements in that respect obviously have bee: 
far from perfect, they have nevertheless been very substantial. I 
my opinion, this is the way to deal with this situation rather than to 
attempt to dictate to our friends. Asa very practical matter, I think 
the members of this committee, knowing from foreign aid testimon) 
in this and prior years how drastically our economic aid has been 
reduced, would also realize that the threat to cut off that aid if a re 
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cipient thereof did not toe the line, represents a much less potent 
weapon today and in the future even than it has been in the past. 

Most of our present aid is going to these free world allies of ours 
in the form of military weapons with which they can defend them- 
selves and us. It would hardly, it seems to me as an American citi- 
zen, be in our own interest to take away the military ar we are 
giving them to equip their forces as a sanction if they do not com- 
pletely agree with us in every case as to just what are items that would 
be harmful to the Soviet Union and its bloc if they were withheld 
by them. 

These are some of the things, it seems to me, Senator Fulbright, 
that we should not do, and we are always fearful 


LAYING THE FACTS BEFORE THE PUBLIC 


Senator Fursrieut. I am not criticizing what you have done. I 
think you have done a good job. But this is a complicated and very 
difficult problem. There is no public understanding of what is in- 
volved, outside of this room, I would say. There is a completely 
false impression as to the significance of this trade. 

Mr. Woop. It is very hard to get people who do not concentrate on 
this to look at both sides of this coin. 

Senator Fursrient. Exactly. 

Mr. Woop. They look only at the question 

Senator Futsricutr. They look only on one side. 

Mr. Woop (continuing). Of what we and our allies are shipping to 
the Soviet bloc. 

Senator Futsrieut. Precisely. 

Mr. Woop. And they forget the question of what we receive in 
return, and more importantly they forget what would happen to the 
economies and the strength of our allies if they were cut off entirely 
from this trade. 

Senator Futsrienr. You are exactly right. 

You have a job to educate a lot of people about the significance of 
this problem. Is it unfair to say that? 

Mr. Woop. No, sir. 

Senator Futsrieut. I think it is very unfair 

Mr. Woop. Would it be unfair to beg and plead with the members 
of this committee to use their vast influence and prestige to assist in 
that educational process ? 

Senator Fursricur. I have neither influence nor prestige at the 
moment. But I hope the members of the committee who do have will 
do that. This relates also to our foreign-trade policy. I hope you 
can do it. 

Mr. Woop. I do feel, gentlemen, that we are on the right track as 
far as the principle of these operations is concerned in trying 

Senator Futsricut. So do I. 

Mr. Woop (continuing). To operate through agreement, through 
common objectives with our allies, rather than to lay down the law 
and attempt to dictate in this respect. That is why I have always 
felt that it would not be in our interest to have the Congress lay 
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down a flat prohibition against giving any form of aid to any coun- 
try that shipped anything to the Soviet bloc, even though we our- 
selves might feel that the shipment of a particular item was unwise. 
We are making very real progress through this system of consultation 
and agreement. 

(Discussion off the record. ) 

The Cuarman. I[f that is all, we will adjourn. 

(Whereupon, at 12:45 p. m., the committee adjourned.) 
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WEDNESDAY, MAY 27, 1953 


Unirep States SENATE, 

CoMMITTEE ON ForEIGN RELATIONS, 

Washington, D. C. 
EXECUTIVE SESSION 
The committee met, pursuant to notice, at 11:15 a. m., in the 
Foreign Relations Committee room, United States Capitol, Senator 
Alexander Wiley (chairman) presiding. 

Present: Senators Wiley, Smith of New Jersey, Hickenlooper, 
Ferguson, Knowland, George, Green, Fullbright, and Mansfield. 

Also present, C. Tyler Wood, Deputy to the Director, Mutual Se- 
curity Agency. 

The CHarrman. The meeting will come to order. 

Mr. Halaby, we are glad to see you here on this occasion to discuss 
unexpended funds. We understand that last year at the end of the 
fiscal year MSA had estimated that it would have about $6.5 billion 
in unexpended funds, and this year as of March 31, your unexpended 
balance was over $9 billion. Are the unexpended balances getting 
larger, and if so, why? I want to ask you a few of these questions, 
and then you can carry on in your own way. 


STATEMENT OF N. E. HALABY, DEPUTY ASSISTANT SECRETARY 
OF DEFENSE; ACCOMPANIED BY ROBERT O’HARA, BUDGET 
DIVISION, OFFICE, SECRETARY OF DEFENSE; BRIG. GEN. SAM 
RUSSELL, DEPUTY ACTING CHIEF OF STAFF, G4 FOR FOREIGN 
AID, UNITED STATES ARMY ; WALTER T. COOPER, DEPUTY CHIEF, 
FOREIGN AID SECTION, BUDGET DIVISION, COMPTROLLER OF 
THE ARMY; COL. E. P. HARDENBERGH, OFFICE OF THE COMP- 
TROLLER OF THE ARMY; COL. J. B. CORBETT, OFFICE OF THE 
ACTING CHIEF OF STAFF, G-4; REAR ADM. D. M. TYREE, ASSIST- 
ANT CHIEF OF NAVAL OPERATIONS (MATERIEL) ; COMDR. F. C. 
RYDEEN, HEAD, PROGRAMING SECTION, FOREIGN MILITARY 
ASSISTANCE, OFFICE OF CHIEF OF NAVAL OPERATIONS; LT. 
COMDR. C. E. SCHMEDER, DIRECTOR, MILITARY ASSISTANCE 
DIVISION, BUREAU OF SUPPLIES AND ACCOUNTS; COL. GEORGE S. 
BOYLAN, PLANS AND POLICY ASSISTANCE, MUTUAL SECURITY, 
AIR FORCES; COL. EDWARD C. GALLANT, COL. DEAN B. YOUNT, 
MAJ. HOWARD J. LA BRENZ, PROCUREMENT AND PRODUCT 
ENGINEERING, AIR FORCES; DUMOND PECK HILL, ASSISTANT 
COUNSEL, OFFICE OF MILITARY ASSISTANCE, OFFICE OF THE 
SECRETARY OF DEFENSE; AND ROBERT EICHHOLZ, GENERAL 
COUNSEL, DIRECTOR FOR MUTUAL SECURITY 
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Mr. Hatasy. All right, sir. 

First, I would like to tell you that I am appearing here for the 
Department of Defense this morning, and, as I told you last week 
when I was before your committee, I was appointed Deputy Assistant 
Secretary of Defense on April 13. 

I have with me officers from the three armed services who manage 
the detailed operations of this program and from whom are obtained 
the estimates which I will present. 

I will attempt to give you a general picture, but I will ask each 
of them to answer questions with respect to their services because | 
believe the committee will want to go into some detail. They are here 
and available for that purpose. 


BREAKDOWN OF DEFENSE DEPARTMENT APPROPRIATIONS 


Now, to get to the answer to your question: Congress has appropri 
ated in the last 4 years $16.5 billion. About $850 million of this has 
been transferred to appropriations other than the Department of 
Defense, such as MSA, State Department, and several other agencies. 

After you reduce the $16.5 billion by the amounts available to other 
agencies, you have $15,656,000,000. 

From that amount, an additional $125 million have been trans- 
ferred in the last few weeks to the Mutual Security Agency, leaving 
a net amount available to the Department of Defense of $15,531 
million. 

Now, that is broken down by services as follows: $8,265.4 million 
to the Army; $1,819.83 million to the Navy; $4,811.4 million to the 
Air Force; and $333.2 million are held in the Office of the Secretary 
of Defense for projects under his direct control. 

We have in process of approval three additional programs totaling 
$126 million for the Army, and this makes a total of programs funded 
to date of $15,355 million. 

Now, of that amount we had spent as of June 30 of last year $3.2 
billion, leaving available unexpended the beginning of this fiscal 
year of $12.3 billion, and we have spent during the course of this 
year, up to the 31st of March, approximately $2.7 billion, and we 
estimate we will spend during the last 3 months of this year $1.2 
billion, making a total expenditure for fiscal year 1953 of $3.9 billion, 
as compared with $3.2 billion up to last year. 

You will note a very rapid increase in expenditures in the last 6 
months, and that is due to the fact that we are finally getting deliveries 
that do not go to Korea or other higher priority recipients, and do go 
to Mutual Defense Assistance Program. 

Senator Fereuson. Isn’t a large part of these goods that which can 
be used anywhere for war purposes ? 

Mr. Hatasy. Yes, sir. 

Senator Fercuson. Therefore, couldn’t it be put into the same con 
tracts that we have for our own munitions and our own supplies and 
materiel ? 

Mr. Hatany. You have to go through it item by item, but many 
items are the same items that we buy for our own purposes. 

Senator Ferevuson. All right. Is there anything that is not? Are 
we specializing? Do we have any specialized articles for MSA? 
That is what I want to learn. 
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Mr. Hauasy. Yes, we are. 

Senator Fereuson. Mr. Chairman, might we get a list of those? 
Mr. Hatasy. You were not here last week, Senator, when we talked 
shou the offshore procurement program, but there are on that pro- 
gram many items that are designed, produced, and delivered specially 

for mutual defense assistance. 

Senator Frrcuson. How many million dollars did that involve ¢ 

Mr. Hatasy. The total offshore procurement program will be about 
$2 billion in obligations cumulative to the end of this fiscal year. 
Many of the articles in that program are in accordance with United 
States specifications, but they are engineered and built by and delivered 
to foreign allies. 






INTERCHANGEABLE 


Senator Frereuson. All right. 
Now, until we started this offshore procurement program to the 
extent that it is now shown, were all of the articles the same? Why 
are we building materiel that is not interchangeable from one army 
to another, and parts that are not interchangeable? Why are we 
setting up a whole new setup so that we are going to have to have 
speci al parts and special ammunition, and all the inefficiency that goes 
with it? 

Mr. Harasy. In the program that is being procured in the United 
States, most of the equipment is interchangeable with the equipment 
being purchased for United States Armed Forces. I would like to 
ask each of the services if they could give me any examples of special 
equipment that are not interchangeable with their armed services. 

Senator Fercuson. That is what I am getting at. 

For an example, take the tanks we have in Germany, Are they the 
same tanks we are shipping to NATO countries? 

Mr. Haraspy. There are at least two types of tanks in Germany, 
the M47 and the M-26. 

Senator Frreuson. Are you familiar with those that we lost or 
have they been found? I have not noticed in the paper whether they 
found those tanks or not. 

Mr. Hatasy. I am going to ask General Russell if he would tell 
you about the status of those tanks. 

Senator Ferecuson. I was getting at that question—I do not want 
to bring that in here. 

Mr. Harany. The three tanks that are supposed to have gone over 
the hill to Czechoslovakia? 

Senator Fereuson. Yes. 

Mr. Hatasy. The news story from Europe has been denied by the 
Army Command in Europe which has announced that no United 
States tanks are missing. 

Senator Frercuson. I mean, are those the same kind of tanks we 
are furnishing to our allies? 

Mr. Hawapy. Yes, sir; the M-47 is one of the types. We are 
furnishing at least two kinds. 

Senator Fercuson. Are we equipping them as we equipped ours, 
with the latest devices? 

Mr. Hatasy. General Russell informs me that the M—47 tank that 
is being delivered to our European allies is the same tank that is 
going to an armored division in the United States. 
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Senator Frreuson. So in that case we can build up the surplus here 
and then it is only a matter of shipping. Is that not right? 

Mr. Hanary. Well, you have to authorize the Department of De- 
fense to transfer anything out of its stecks. Could Brig. Gen. Sam 
Russell set that out just a little more detailed for Senator Fer euson ? 

General Russritn. Mr. Chairman, as far as part of our remaining 
program which is to be delivered from the United States on our 
programs to date we expect those will be delivered in the medium tank 
of the M47 type, by the latter part of this calendar year. 

We have, of course, in addition to that, a number of Centurion 
tanks, British-made tanks, on our offshore procurement program. 
They are to be furnished to the Netherlands and to the Danish forces. 

Did that meet your point, sir? 


COMMON DEFENSE 


Senator Frreuson. What I am trying to get at is whether or not 
we can have these goods made and supplied as they would be for the 
\merican forces, and then having them, if we could ship some of these 
very tanks to these other contingents. I am always thinking of a 
common defense. 

General Russet. Yes, sir. 

Senator Frreuson. And here we have a carryover of $12.3 billion. 
Why do we have to keep appropriating in the face of that carryover? 

General Russerx. Well, sir, insofar as material furnished from the 
United States is concerned, it is the same type of equipment that is 
used for the United States forces. 

Senator Frreuson. In other words, our factories are not manufac- 
turing special goods for NATO? 

General Russet. No, sir. 

Senator Frereuson. That is what I was trying to get at. 

(General Russeii. That is the Army side. 

Senator Frreuson. Wait. Then you only spoke for the Army? 

General Russeiu. That is correct. 


DISTINCTION BETWEEN DEFENSE AND MDAP APPROPRIATIONS 


Mr. Havasy. That is correct. But the answer to your question is, 
Senator—I did not get it the first time, I am sorry—is that we are 
not—maybe with a handful of exceptions, very minor ones, building 
anything specially in the United States for these foreign forces. 

Senator Frreuson. But our factories are running, producing these 
goods for our own consumption 

Mr. Havany. Yes, sir. 

Senator Ferevson. Then we have surpluses in them. Why can’t 
we ship the surpluses to Europe ? 

Mr. Hatany. We do, sir. I think you are getting at the point that 
if you appropriate money to the Department of Defense—— 

Senator Fercuson. Yes. 

Mr. Hatany (continuing). You do not need to appropriate money 
for these items 

Senator Ferauson. That is right. 

Mr. Hatasy (continuing). For this appropriation. 

Senator Fereuson. That is right. 
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Mr. Hatasy. The answer to that is, sir, that there are two sets of 
requirements, and they total up and they are integrated together, they 
total up to the combination of what the President’s request is for the 
Department of Defense, and for the Mutual Defense Assistance 
Program, 








ESTIMATED UNEXPENDED BALANCE 








Senator Frercuson. In regard to this $12.3 billion carryover, are 
you going to be able to use all of that, in addition to the $5 billion-plus 
next year? 

Mr. Harasy. The $12.3 billion is what we came into this fiscal 
year with, unexpended. 

Senator Frereuson. Yes. 

Mr. Harasy. We will on June 30 have spent approximately $3.9 
billion of that. 

Senator Ferauson. And how much did you get this year? 

Mr. Hatany. We got $4.2 billion this year just for military, which 
is included in the original figure. I gave you $15.5 for 4 years, 
sir, including the $4.2 for this year, and I subtracted from that $3.2 
billion expended last year, and $3.9 billion expended this year, and 
we came up with an estimated unexpended balance on June 30 of 
$s billion. So the carryover has come down, in answer to—I am get- 
ting to the answer to Senator Wiley’s question—from $12.3 billion 
to $8 billion. 

Senator Fercuson. How much unexpended have we now? 

Mr. Hatasy. Approximately $9 billion. 

The CuarrmMan. How much of that is obligated ? 

Mr. Hatapy. As of the end of the year? 

The CuHarrMan. Yes. 

Mr. Hatapy. All but about $400 million of that will be obligated 
except for the savings that I will announce today. 

The Cuarrman. All right. 























NEW BOOKEEPING RULES 





Mr. Hatasy. But according to which bookkeeping rules, is the 
question. I think Senator Ferguson is quite aware of the ruling of 
the Comptroller General that some of these obligations are not accord- 
ing to the Comptroller General’s bookkeeping rules which came out 
in April, and we are in the process of going on a completely new set 
of bookkeeping rules. 

Senator Fereuson. You see, they obligate according to bookkeeping 
rules, and the question is what is the definition of an obligation. It 
depends upon what you want to do and whether you want to get more 
money. Then you can say, “We set it up on the books.” 

Mr. Hanasy. Sir, that is the most extreme interpretation that you 
can possibly conceive of. 

Senator Frereuson. It may have been just a little extreme, but you 
know what the Comptroller General said about it. 

Mr. Hatasy. I know what the Comptroller General said about the 
bookkeeping, sir. He did not say that these items were not required. 

Senator Frereuson. Oh, now, wait a minute. 

Mr. Hauapy. He said the rules we were using—and we have been 
using them for years, sir—were on April 7 determined to be faulty, 
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and he wants new rules. We are in the process of putting some new 
rules into effect, but it is almost impossible to tell you honestly and 
candidly what the unobligated balances will be on ‘June 30, accord- 
ing to the new rules. 

Senator Fereuson. Yes. But the Chair asked you what it was now 
or as near now as you could get. You answered that you want to 
get a lot more obligated. I understand this thing; I have been in 
appropriations for “quite a while. Everyone always wants to use 
the date of June 30, the last month so that you can get it all appropri- 
ated. Pardon me, I meant to say “obligated.” 

Mr. Hatasy. Both. 

Senator Fereuson. Why don’t you tell us now what is obligated? 

Mr. Harary. Well, if Ican back off now and give you this presen- 
tation it is designed to answer the question you asked, sir, and the 
one you have been asking, and if you will be patient with me for just 
a moment, I will give you the clearest picture I can on it. 

Senator FErauson. You do not mean it is foggy » you, do you? 

Mr. Haxasy. It is complicated and confusing. I defy anyone to 
do any more than get an honest appreciation of the situation involving 
$16 billion when in the last 

Senator Frreuson. That is exactly what is wrong. 

Mr. Hatasy. In the last 2 months we have been given a completely 
new set of bookkeeping—I would defy any General Motors or Chrys- 
ler or any other large corporation to tell you in a few days or 6 weeks 
after a new set of bookkeeping rules went in what exactly the situation 
was. 

If you will give us a few minutes to go through this on an orderly 
basis 

Senator Frreuson. I will not ask any questions now. You go ahead, 
and I will ask them later. 


HYPOTHETICAL CASE: TRACING A REQUISITION 


The Cuatrman. I think it is wise that you proceed as you have or- 
ganized your presentation. But before you do that, can you tell us in 
a succinct form the difference between the old rules and the new rules 
so that some will know exactly what you are talking about ? 

Mr. Hanasy. Allright, sir. I will do my best. 

The obligations of these appropriations take two general forms: 
One, is a charge against service stocks. The Department of Army, 
Navy, and Air Force already have spare parts, for example, which 
they have ordered with their ‘funds, and which are in stock. 

Now, the MDAP countries, let us say, the Danes, ask for some of 
those spare parts, and they come to MAAG in Copenhagen and say, 
“We want some of those spare parts.” 

Now, Commander Schmeder, if you will just start with your chart 
there, and show how a request for some spare parts is handled in the 
Navy Department, I think it will bring it out pretty clearly. 

Commander Scumeper. I will do my best to try to clarify the point. 
I think, perhaps, the chart will best do it. 

This is a hypothetical case. It looks difficult, but it actually is over- 
simplified. 

We have for purposes of this case assumed a small $5,000 program 
for a particular country, and I would like to trace one requisition 
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against that program for the foreign country, and show what happens, 
because the requisition has both kinds of materials in it. It has one 
tem that requires procurement, and it has another item that is going 
to come from service stock. 

[ think you are probably familiar with the things that happen first 
n this program. The program is approved by the various offices, and 
then the Congress appropriates the money. In this case we assume 
they have appropriated $5,000, and we will make it Denmark for pur- 
poses of example. 

The blue line indicates the flow of funds encountered in the 
transactions. 

The first thing that happens is the Comptroller for the Secretary of 
Defense, when he receives his funds from the Director of Mutual Secu- 
rity, allocates it to the three services. 

Now, this is the Navy only. He allocates it via the Navy Comp- 
troller’s office to the Bureau of Supplies and Accounts. That is where 
I am located. 

NAVAL SUPPLY DEPOT, BAYONNE, N. J. 


Now, to finance that program we establish an allotment at the Naval 
Supply Depot, Bayonne, N. J., in the amount of $5,000. The blue line 
shows the granting of it to Bayonne. 

Bayonne receives all the requisitions from any of the countries in 
Europe. 

We have the program funded at Bayonne. The program is held by 
Bayonne, checked against requisitions. The program has been ap- 
proved and forwarded to the military assistance advisory group in 
Denmark. We are ready to go into business now. The first thing 
that happens is the MAAG then prepares requisitions against the 
program. It picks out the various items and puts them on a requisi- 
tion form, ind then sends the requisition into Bayonne, saying, “We 
are now ready to receive this material. We want it on such and such 
a date. We assign such and such a priority,” indicating how 
urgent it is. 

The first requisition is confined to 2 items, 1 for $250 and 1 for $700. 
The requisition comes into Bayonne. The first thing they do is to 
commit their allotment for the total amount of requisition, $950. 

However, in the next column of their allotment ledger they can, 
under the existing rules which have been in effect for a long time 
and are still in effect, as a matter of fact, only obligate the first item 
because it is coming from service stock; it is available, it belongs to 
the Navy. It has ae paid for from Navy appropriations, so they 
can concurrently obligate and commit the first item of $250. 

Now, the second item is going to have to be procured, and according 
to accounting rules, those $700 cannot be obligated until a procure- 
ment document has been signed. 


ITEM REQUISITIONED FROM SERVICE STOCKS 


Mr. Harasy. Let us stop right on that first item, which is an item 
requisitioned out of service stocks, that is, the item which forms the 
bulk of the obligations that the Comptroller General is questioning. 
He says that we should not list that as an obligation until the item 
has been requisitioned until the service stockkeeper has said it is avail- 
able, and can be shipped within 69 days. 
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The Cuatrman. Who owns the service stock ? 

Mr. Harapy. In this case the Department of the Navy bought it 
with Navy appropriations, and it is going—— 

The CuatrMan. It has been bought then ? 

Mr. Hanany. It is going to be transferred over to the Mutual 
Defense Assistance Program, and they will pay the Navy, they will 
reimburse out of the funds you are voting in this committee, and 
the Navy will take those funds and replace the service stocks. 


POSSIBILITY OF TRANSFER OF FUNDS 


Senator Frereuson. Could I ask a question there? How do you 
get the materiel over there to our troops? We have troops right 
alongside of these other troops. 

Mr. Hatasy. That is sometimes the case. 

Senator Frercuson. We have got a vessel in dock right alongside 
of a vessel for which you want the Navy parts. 

Mr. Hatasy. Perhaps, sir. 

Senator Frreuson. What is the difference? 

Mr. Havapy. Well, the first difference is a legal one. You have 
authorized only a limited amount of the stocks from the services to 
be transferred to foreign assistance. 

Senator Frreuson. All right. 

Now, in Korea you have got a British army right alongside of 
the American Army. They are both using American cannons and 
American shells. 

Mr. Hatapy. No, sir; I do not believe that is entirely true. They 
are using much of their own equipment, is that not correct? 

General Russetz. Yes, the British are. 

Senator Frravuson. Let me take the French one. They have one 
right alongside the other. 

Mr. Hatapy. Take the Korean one, that I know. 

Senator Feravson. Take the French one. 

Mr. Harasy. We are giving the Koreans—— 

Senator Frerauson. How about the French, how do you get them 
supplied ? 

Mr. Hatapy. Do you happen to know, General Russell, whether 
we are giving the French all their equipment or not? 

General Russet. In the first place, none of Korea comes under 
the MDAP program, it is an entirely different situation funded out 
of Army funds, and the support that we give to our allies over there 
is justified by an Executive order from the President, and the same 
pipeline, Senator Ferguson, that supplies the United States forces 
there in Korea, of course, supplies the entire allies. 


SYSTEM OF AUTHORIZATION 


Senator Frravson. I am wondering why we cannot do it the same 
in Europe. Why there is not a common defense. 

Commander Scumeper. Senator, we have a legal monetary limita- 
tion on the amount of material we can furnish under this Mutual 
Defense Assistance Program. 

Senator Frravson. No, but you see, we are asked to authorize, 
and I am trying to find out whether or not we cannot get a better 
system than we have. 
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Mr. Hanasy. You are proposing, sir, that the funds ought to be 
merged, that is, the Herter provision of 2 years ago, which was that 
a certain amount devoted to the Department of Defense, not less than 
such and such a percent—I think he said 11 percent of which—may 
be transferred to our allies in accordance with the Mutual Defense 
Assistance Act. 

If that is the question, sir; that has been debated back and forth. 
There are a lot of advantages to it, and quite a few disadvantages, 
and the President decided not to merge the funds, sir. 

Senator Frreuson. The present President has not passed on that. 

Mr. Hatasy. Yes, sir. 

Senator Fercuson. When ? 

Mr. Hauasy. The new bill that he sent up to your committee does 
not provide for it. If the committee should propose that, I am sure 
that the executive branch would consider it again and give its opinion 
to you. 

But the first difficulty is a legal one on the present legislation. There 
is only a limited amount of service stocks we can transfer ; the second 
difficulty is an appropriation one. 

Senator Frreuson. Is there a limited amount to what you can 
transfer in the legislation ? 

Mr. Harasy. Yes, sir. 

The second problem is an appropriations one. As you know far 
better than I, you appropriate funds to the Navy Department, for 
example, for specific requirements that they come and justify before 
your committee. Those appropriations do not include anything for 
our allies. 
SURPLUSES 


Senator Frreuson. But if they get surpluses, why can’t they be 
transferred over to this program? Why should we let a new order and 
have more goods manufactured ¢ 

Mr. Harasy. Well, if the service stocks contain large surpluses, that 
means that the appropriations are greater than they should have been. 

Senator Frrauson. Yes. 

Mr. Hauany. And insofar as they are in surpluses—and I do not 
believe the services would tell you there were any surpluses in their 
appropriations—insofar as they are, they would be available in a 
limited way for transfer to this program. 

General Russeiu. Could I add a word to that, Mr. Halaby ? 

Mr. Hatasy. Yes. 

General Russetx. Particularly in the early days a great deal « 
the end item program did, in fact, come from excesses or ee 
as you wish to call them, and they are charged out to the MDA pro- 
gram if they are through surplused Army requirements, at no charge 
at all, except for the cost of rehabilitating the item. 

Senator Frravson. Well, you see, we have a carryover in the mili- 
tary of $80 billion. We anticipate we will have; we did have at the 
beginning of the year. 

Mr. Hauapy. At the end of this year it will be $62 or $63 billion. 

Senator Frrevson. Then we carry over in this one about $12.3 
billion, so we have $92.3 billion carryover unexpected balance for 
military expenses and all that that includes. 
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Mr. Hatasy. In short we had $75 billion worth of Russian Com- 
munist threat, and the Department of Defense and the other agencies 
came to you separately and justified those requirements, and you ap- 
propriated those funds, and the money is at work ordering hardware ; 
and new appropriations of $36 billion are now being sought for our 
own defense. 

Senator Fercuson. Yes, but our difficulty is that we have appro- 
priated so much, you have not either the facilities or the capacity to 
produce it within a reasonable time. 

Mr. Hatasy. Well, now, that is what we want to get at, sir. We 
want to lay out for you this morning, if we may, exactly where this 
money is, what obligations are good under the old rules, what obliga- 
tions are good under both the old and new rules; what we have done 
with the money by service and by item, by category. We will go down 
to any detail you want, and we will prove to you that most of the money 
is at work, but the rate of expenditure has been very low for some good 
and sufficient reasons. 


MUNITIONS APPROPRIATIONS 


Senator Frereuson. Have you had any appropriations in MSA for 
munitions ? 

Mr. Hanasy. Yes, sir, By MSA, you mean under the Mutual 
Security Act? 

Senator Fereuson. Yes. 

Mr. Hauasy. Yes, sir. 

Senator Fercuson. Munitions. 

Mr. Hatasy. Yes, sir. 

Senator Ferauson. How much did you have on that? I am trying 
to get this down so I can understand it. 

Mr. Harasy. You mean ammunition? 

Senator Frereuson. Yes. 

Mr. Hatapsy. I am sorry; munitions include airplanes, and so forth. 

Senator Frrevson. Ammunition. 

Mr. Hatasy. The total amount programed for ammunition, fiscal 
1950 through 1953 is the figure you want. Let us give the Senator a 
round figure. The total Army funds available are $8,400,000,000, and 
of that, what percent would you say? 

General Russett. Well, $2.2 billion is the Army figure. 

Mr. Hanasy. For ammo? 

General Russet. Yes, sir. 

Senator Frereuson. $2.2 billion? 

Mr. Hatasy. Yes, sir; it is about 25 percent. 

Senator Frrevson. How much of that is unexpended ? 

General Russet. Roughly 75 percent. I know about 25 percent 
has been shipped. 

Senator Frreuson. Is about 75 percent unexpended ? 

Mr. Harasy. That would be about a billion and a half of the $2.2 
billion; is that right, General Russell ? 

General Russetx. Well, a little more than that—yes, roughly that. 

Senator Frreuson. Is it the purpose of the organization to commit 
as much as possible because of the law in relation to appropriations 

carried over reverting to the Treasury ? 
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Mr. Hatasy. No, sir. If we were trying to do that we would give 
you all kinds of phony bookkeeping here. 

Senator Frreuson. Well, you are familiar with the law, are you 
not, about appropriate carryover funds? 

Mr. Hatary. Yes, sir. 

Senator Fercuson. You believe the Congress can do it on this kind 
of goods? Can it be done under the reorganization bill ? 

Mr. Hatany. We are asking you to carry over these unobligated 
and unexpended funds. 

Senator Frercuson. Can we do it? 

Mr. Harasy. It is my understanding under the law you can. 

Senator Frreuson. Have you got a-copy of the Reorganization 
Act? 

Mr. Hatasy. I have a lawyer here, Mr. Hill, sir, who tells me it 
can be done. 

Senator Frravuson. Have you got a copy of the Reorganization 
Act? 

Senator Smirn. Would the Senator yield for just a moment? 

Senator Frereuson. Yes. 

Senator Smirx. I wonder if we could not get the whole picture 
without asking questions? I am very much confused by the interrup- 
tion of asking the questions. I do not get the whole picture. Could 
we do that, and get the whole picture first ? 

Senator Frreuson. I will refrain from asking any more questions. 

Senator Smrrn. I am not criticizing you, Senator, but I just want 
to get the whole picture. Then we will ask questions. 

Senator Fereuson. I am unable to get the picture; that was the 
reason. 
COMPLICATED NATURE OF TRANSACTIONS 


Mr. Harasy. Well, we will back off and try again, sir, and give it 
to you clearly. 

There has been available to the Department of Defense for these 
4 fiscal years, 1514 billion. We will have spent by the end of this 
fiscal year $7.1 billion, leaving $8.4 billion unex xpended including 
about $400 million savings to be deducted. 

We will have obligated all of that $15.5 billion except about $400 
million, carps for savings, if the old rules were applied. 

The Navy officer, Commander Schmeder, started to point out how 
complicated this system was, because a lot of people have thought 
that this a grocery store operation where the foreign country needs 
a tank, sends a cable to Washington, and W ashington sends a tank 
to the foreign country. Or hypothetically , in the Navy case, the for- 
eign country needs a minesweeper. They send a cable to Washington, 
the minesweeper starts steaming back. 

The commander pointed out that it is far more complicated than 
that, and to do this on a businesslike basis you have to go through 
these various steps to account for the money and to manage the money 
wisely and honestly, and he had gotten to the point of a requisition 
for stuff that had already been bought and paid for, and was in the 
Navy’s control. Now he will show you how a new procurement con- 
tract is handled. 
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PROCESSING A NEW PROCUREMENT CONTRACT 


Commander Scumeper. The matter of recording this requisition 
at Bayonne only takes a matter of a day or two. The requisition then 
is forwarded by the Naval Supply Depot, Bayonne, to the Technical 
Bureau of the Navy or the supply demand control point, which has 
cognizance over that type of material. 

In this case the technical bureau is the Bureau of Ships. It refers 
to its stock-status report which shows what it has in stock, determines 
it is most readily available from this naval supply depot, and issues 
a shipment order. I am talking about the item available in service 
stock. Then the supply depot ships it to Bayonne for transshipment. 

The red line indicates the material crossing the water on the ship. 
The blue line indicates invoicing of the value of that material up to 
Bayonne, the naval supply depot at Bayonne prepares a voucher for 
transfer between appropriations, and charges the MDAP appropria- 
tions, and credits the Bureau of Ships, processes the voucher through 
the nearest Navy regional accounts office, and at the end of the month 
it is listed to the Naval Supply Depot, Bayonne, where it is recorded 
as an expenditure. The obligation of $250 is liquidated, and that 
takes care of the first item. 

The second item, the Bureau of Ships determines, is under the cog- 
nizance of a supply demand control point. They forward the sec- 
ond item to the supply demand control point. The supply demand 
control point reviews its quarterly stock status reports from all its 
reporting activities, reaffirms the fact that the item is not available 
in service stock, and must be procured, and therefore they prepare 
a purchase request, and forward it to the Navy purchasing office 
which services that area. 

The Navy purchasing office then negotiates and lets a contract with 
private industry to manufacture the item. 

At the time the contract is signed—and this is very important— 
a copy of the contract is forwarded to the Naval Supply Depot, 
Bayonne, and it becomes the basis, under the ground rules that exist, 
for the posting of an obligation of $700 against the allotment. That is 
the point where the obligation is incurred for new procurement. 

As I said before, an obligation is incurred upon receipt of a requi- 
sition for an item which is in service stock. That is the difference in 
timing. 

The Caamman. That is the old bookkeeping you are talking about 
now, isn’t it? 

Commander Scumeper. Yes, sir; except for some very slight 
changes which I would like to touch on. 

The order goes up to industry; industry manufactures the item. 
The inspector of naval materiel certifies the bill, sends it to the Navy 
regional accounts office in that area, who pays the bill, sends the check 
back to industry, Westinghouse, or whoever it might be. 

In the meantime, the item is shipped into Bayonne, and it is either 
consolidated with the other item and shipped to the Danes or shipped 
separately from Bayonne when it arrives. 

Normally, the service stock item would be available for shipment 
sooner, but we have at least one shipment a month to each of the 
foreign countries. 
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A copy of the paid public voucher comes to the Naval Supply Depot, 
Bayonne, and it is reported as an expenditure, liquidating the $700 
obligation. ee 

The orange lines indicate reporting, which I do not believe you are 
too interested in, except that in the Bureau of Supplies and Accounts, 
where I am, we receive a monthly status report of that allotment, plus 
all the other allotments of other countries, plus status reports from 
shipyards, air stations, and other activities that hold other types of 
authorizations. 

We combine them together and report up to the Secretary of De- 
fense’s Comptroller. He combines his report with a similar report 
from the Army and the Air Force, and reports to the Treasury 
monthly on the status of those appropriations. 


NAVAL MILITARY ASSISTANCE PROGRAM 


Mr. HaAtany. We will continue, Commander, with what you have 
done with these $1,819 million for naval military assistance, the naval 
military assistance program. What of that is obligated, and under 
what rules, and how does the unobligated amount break down by 
categories? The commander has hs inded you two sheets of p: aper, one 
deser ribing the status of the Navy’s obligations, and one analyzing the 
unobligated balances. 

Commander ScuMeper. If you will please look at this one first, the 
one which is across, which has the title of “Analysis of Navy Appro- 
priated MDAP Funds by Major Category.” Mr. Halaby has already 
told you the grand total of our allocations as of April 30 are $1,818.9 
million—in other words, 1 billion 818.9 million—I believe he said 
$1,819 million. 

That is the total of the allocations column, and you will notice above, 
broken down by category, what it consists of. 

The first group are the material-end items of the ee 

Now, the next column shows what our total obligations against 
those items are on April 30, $1,468.1 million, again broken down by 
category of material or services for which those funds are obligated. 

The next column, of course, is merely a subtraction and shows our 
unobiigated balance as of April 30, of $350 million. 

The next column shows what we anticipate will be obligated during 
the months of May and June, $192.8 million, and the last column of 
$158 million indicates what we expect to be unobligated, carried over 
as of June 30, the end of the year. 

We hope it will be carried over. 

Senator Frercuson. I was just inquiring as to what definition of 
obligation you are using? 

Commander Scumeper. This is based on the previous definition 
prior to the Comptroller General’s decision. I would like to give 
you—— 

Senator Frreuson. Is it the purpose, then, not to comply with the 
Comptroller General ? 

Commander Scumeper. No, sir; it is just a matter in which we have 
not had time to find out exactly what the result is. We are working 
on it right now. 
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IMPACT OF COMPTROLLER GENERAL’S LETTER OF APRIL 7 


Mr. Hanasy. You might explain what you estimate to be the impact 
of the Comptroller General's letter of April 7 on your estimate of un- 
obligated balances. 

Commander ScumMeper. We have got included in our current obli- 

gations roughly $35 million for aircraft, service- stock aircraft. You 
hood bear in mind that the Comptroller General’s decision appties 
only to our service-stock obligations; it will have no effect on our ne 
procurement obligations because they are based on firm contracts. 

These service-stock aircraft were bought and paid for by the Nav) 
Sometime in the future they will be Tequired for the Navy’s own 
operation; in other words, if we transfer them to a foreign countr: 
we must replace them. Therefore, they are reimbursable service-stock 
material. 

Upon receipt of a directive from the Chief of Naval Operations to 
the Bureau of Aeronautics, they started to prepare these planes for 
transfer, and we immediately entered an obligation for that $35 mil 
lion, which is the replacement value of the aircraft, the amount which 
we are going to have to reimburse the Bureau of Aeronautics out of 
MDAP funds when the planes are finally delivered. 

Now, the effect of the Comptroller General’s decision is that unless 
the item is available for transfer within 60 days of the date of the 
order, or if the item is not in all respects ready for use and must have 
some work done on it, then that obligation is not a true obligation and 
must be deferred until the item meets both of those requirements. 

Now, it never occurred to any of us that a plane which we owned in 
the Navy, which we had earmarked for transfer to a foreign country, 
was not a firm obligation. I do not know whether the idea occurred to 
the General Accounting Office people during their audit or not, but 
they came out with the statement that if the work was not all per- 
formed on the plane that was not a firm obligation. 

Now, these planes have been in the mothball fleet ; they have been in 
cocoons, and have to have work done on them. That work is currently 
being done at our naval] air stations. They are being overhauled, new 
engines installed, various kinds of overhaul work being done on them. 

The only effect of the Comptroller General’s decision is that we are 
going to have to back out some of our obligations and wait for 60 days 
before the planes are ready for delivery, at which time we will put the 
obligation back into effect. It has no relationship whatsoever to re- 
quirements or anything else. It is merely a matter of deferring that 
obligation. 

In addition to that specific item of aircraft, we have got thousands 
of these requisitions I was just talking about, flowing through the 
Naval supply system. 

One of the requirements of the Comptroller General’s decision is 
that there will be formal acceptance of that order by each supplying 
activity. 

At present the Navy supply system does not call for that kind of 
formal notification. We assume in the Navy that when we send a 

requisition to a supply activity they will work on it, and that they are 

going to furnish the material. In fact, the Navy is so sure of it that 
they never bothered to ask them to come back and say whether they 
are going to furnish it. 
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We figure once you put a requirement into the Navy supply system 
you are going to get it. It seems we are going to have to go out and 
ask them; that is, let us know. If they are going to actually fill it, 
they have to say so in writing. Upon receipt of that notification in 
writing, we will then be able to reestablish this obligation for $250 
which, in the meantime, we have had to drop. 

My people started Monday at the Naval Supply Depot Bayonne, and 
they are going to start next week at the Naval Supply Center Oakland, 
coing through all the requisitions, finding out how much damage, if 
any, the Comptroller General’s decision has done to our fiscal situation. 
As soon as we get it we will find out how much it will reflect in these 
reports. But for purposes of this study we were just not in a position 
to take it into account. 


INTERPRETIVE DIRECTIVE REGARDING GENERAL ACCOUNTING OFFICE 
DECISION 


Mr. Hatasy. You know of $35 million that would have to be de- 
obligated under the new bookkeeping rules ? 

Commander Scumeper. Yes, sir. 

Mr. Hatasy. And you know there are going to be more? 

Commander Scumeper. Yes, sir; except that Mr. McNeil told me 
that he did not agree with my concept, my interpretation of it. 

He signed the Department of Defense directive which implemented 
the General Accounting Office decision. However, the Navy Comp- 
troller people tell me that the $35 million is not a good obligation. 
They are bending over backward to comply with this thing, so there 
will be no room for further criticism. 

Senator Frravson. Are you going to comply with Mr. McNeil’s or 
your own 

Mr. Hatasy. What has happened on that is a letter has come to the 
Secretary of Defense, and the Secretary asked Mr. McNeil to put out 
an interpretive directive, which he did a short time later. The serv- 
ices have had it only about 3 weeks, I believe—3 or 4 weeks—and they 
are trying to put it into effect in these thousands of requisitions against 
their service stocks. 

We hope that this whole picture will be cleaned up and in order, 
along the lines of the study, within a matter of 4 to 5 months. Mr. 
McNeil is working very hard on it. 

Senator Ferauson. How are we going to tell here? We are asked 
to foot the bill. 

Mr. Hanasy. Yes, sir. But the change in bookkeeping rules does 
not change the amount of what is needed. In other words, if we have 
on order some equipment that is not in the order form that the book- 
keepers want it in 

Senator Frerevson. You go ahead and explain your system. 

Mr. Hatany. Let me just go ahead and finish that. If we have 
something on order, and the order form is not O. K. with the Comp- 
troller General, that simply means that we have to go back and pin 
the thing down according to his rules. It does not change the basic 
substance of the order itself; it may change the timing. 

Commander Scumeper. I can tell you, sir, to touch on that subject, 
that the next page will make it a little clearer if you look at this 
analysis. If you have any further questions on what we have in our 
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Navy program, what we have obligated to date, what we expect to 
obligate during May and June, and what our obligated balance wil! 
be on June 30, I will be glad to answer those questions. 


ADVANTAGES OR DISADVANTAGES OF NEW BOOKKEEPING ORDER 


The Cuarrman. What were the advantages that you could see in 
this new order? Apparently you have made out a case that there are 
a lot of disadvantages from this new system of bookkeeping. 

Commander ScuMeper. Well, there are disadvantages so far as we 
are concerned, in that we have made previous projections of obliga 
tions and unobligated balances. We will not be able to meet them 
if the thing is fully complied with. It will be complied with. It is a 
matter of interpretation. There are no disadvantages—— 

The CHatrMaNn. Does it mean more expense, more labor, more 
employees ¢ 

Commander Scumeper. No, sir. I think the only trouble is it is 
going to make it a little bit harder for us; put us in a little worse 
ight than we are in right now. 

For instance, if we say we will have $158 million unobligated out 
of a total of $1,819,000,000 on June 30, and we have to add $35 million 
to that as a result of this aircraft deal I just mentioned, that is going 
to boost it up to $190 million unobligated. That is a worse picture 
than $158 million—not much worse, but some. I mean the $35 mil 
lion will not get obligated until maybe in July or August; maybe 
not until next December. 

Senator Fercuson. Therefore, it would indicate you do not need so 
much money in this appropriation. 

Commander ScuMeper. That is what we are worried about; I am 
afraid that is the false impression you will get. 

Senator Frrcuson, I know that is what you are worried about; 
that is what worries the taxpayers. 

Mr. Hatasy. We are all taxpayers, too, Senator, and we are trying 
to set these bookkeeping rules right. There are some advantages 
to this new ruling, and we are going to take advantage of it, but it 
does not change the need for the equipment. The Russians are stil] 
there. The forces that are going to confront the Russians are stil! 
there, and they still need this equipment, but if the bookkeepers come 
in with better rules, we are going to put them into effect. 

Senator Frereuson. I talked with the Comptroller General, and | 
know the reasons why he put in this rule. 

Mr. Haxasy. Yes, sir. 

Senator Frrauson. I realize that laws are very cumbersome to the 
departments. We still are a country under law. 

Commander Scumepsr. Well, I worked very closely with the people 
in the General Accounting Office during the audit. We were under 
the gun all the time. 

Now, the Navy portion of the audit report says $75 million of the 
obligation of the Navy program as of last June 30 were not so good, 
to put it mildly. That $75 million are now—those same $75 million 
worth of obligations are now very firm obligations. They have quali 
fied even under the General Accounting Office decision by this time. 
Now, that is the point I wanted to make on this. 
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Mr. Hatasy. — you have made an improper obligation. 
What do you do? ou go and set it right, and the books are set 
straight. Does that change the requirement in any way? 
Commander ScHMEDER. No, sir. 
Mr. Hatasy. Does it change the program ? 
Commander Scumeper. No, sir. 
Mr. Hatasy. Does it change the need for appropriations? 
Commander Scumeper. No, sir. 





FUNDS 





METHOD OF APPROPRIATING 





Senator Fereuson. You say “need for appropriations.” Now, if 
there is so much left over or if you have got the materiel in stock, it 
certainly does change the need for appropr riations. 

Mr. Hanasy. It simply changes the time and form, Senator. 

Senator Fercuson. No. But need may be extended over into next 
year. Why should we unbalance the appropriation figures and the 
balances by appropriating this year? I do not want to consume all 
the time here, but there is something wrong when we appropriate 
$92 billion more than you are able to spend for defense; there is just 
something wrong. We have not been careful enough in our appro- 
priations. 

Now, I feel a responsibilty, and a very keen one, and I happen to 
be chairman of the A »propriations Subcommittee handling all defense 
items, which venalaty includes this item. I cannot sit idly by here 
and not ask these questions and say what I think about them. 

Mr. Hatasy. We appreciate that, Senator. We have cooper- 
ated—— 


REQUESTING DATA ON AMMUNITION APPROPRIATIONS 


Senator Frereuson. I realize that I am in conflict with all your 
thinking. You would not be here if you did not think as you are 
thinking now, namely, that these requirements are the ee 
You feel that the world is going to come to an end if you do not 
them, but I think otherwise in regard to these expenditures. In 
partment after department I have seen what you do between May 
and June to get these sums obligated, and that is why the Comptroller 
General stepped i in. 

Mr. Chairman, I wonder if I could ask the Chair to allow us to get 
a record of all the appropriations for ammunition in the past, the 
time that they were Sbligated, and the amount that was delivered. 
Then we can trace one item and see what we are doing. 

The Cuarrman. How far back do you want it ? 

Senator Ferauson. I think we ought to go back 2 years. 

Mr. Hanasy. Fiscal 1952, 1953? 

Senator Frrcuson. Since the Korean war started. 

Mr. Hatasy. Fiscal 1951? 

Senator Ferauson. 1951, 1952, 1953. Then we could follow one of 
these items. I think the committee will want to know about these 
obligated funds, whether we have to give this full amount now, 
whether we cannot cut down mutual aid here in the committee, and 
not cut out a dollar that you can use. That is the problem. 
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RESCREENING OF PROGRAM 


Mr. Haxasy. Well, Senator, if you get to that question, which was 
the last point we had to bring out at the end of this, we have been 
rescreening this program, and we are constantly doing that, and we are 
pre pared, ‘and the De yputy Director for Mutual Security is going to 
send Chairman Wiley a letter this morning showing that we have 
been able to find savings in this program, legitim: ite savings, of slight- 
ly more than $400 million, and we are going to lay $378 million of th: at 
amount out this morning to you by services 

I know that you are earnestly trying to ‘set the books right and to 
set these requirements straight. That is what we are trying to do, 
and I do not think our thinking is in conflict with yours. 

Senator Frereuson. I hope it is not. 

Mr. Hatasy. Our judgment of the requirements and your judgment 
of the requirements may be different, but we are trying constantly, 
as taxpayers, as well as Government officials, to put this thing in order. 

Senator Frrauson. I do not want to interrupt your testimony now, 
but if I might get that one item followed through 

The CuatmrMan. I understand what you w ant is the item for—— 

Senator Ferauson. Ammuniti ion. 

The Cuarrman. When you say “ammunition,” you want the amount 
that has been obligated for ammunition in the last 2 years, and also 
date of the expenditures and the balance remaining. 

Senator Frrcuson. Yes; I want to know what was appropriated, 
what was obligated, when it was obligated, sien, deliveries were 
made, and when expenditures were made. 

The Cuarmman. Did you have specific obligations for ammunition ? 

Mr. Hatasy. Yes, sir. 

Senator Frereuson. They can get them. 

Mr. Hatapy. General Russell says we can get it for you. 

(Subsequent to the hearing, the following information referred to 
above was supplied to the committee : ) 





MDAP—Status of ammunition program, obligations, expenditures, and shipments 
fiscal years 1951-58 


Cumulative fiscal years ending— 


June 30, 1951} June 30, 1952 | Mar. 31, 1953 
| 

ae cath oe rine ote Te, Meike Ak 

Small arms and machinegun ammunition: | 





Approved program $75, 300, 000 $148, 300, 000 $200, 658, 300 
Obligations. - ‘ | 57, 447, 045 135, 990, 730 164, 247, 923 
Expenditures J i | 14, 679, 888 | 41,845,909 | 74, 178, 863 
Shipments | 24, 077, 647 | 52, 543, 714 | 110, 918, 147 
Artillery ammunition: 
Approved program 440, 600, 000 | | 1, 089, 500, 000 | 1, 837, 072, 127 
Obligations : “ ' | 420, 809, 972 | 1, 160, 595, 495 | 1, 153, 093, 515 
Expenditures 112, 172, 993 224, 707,466 | 337,021, 112 
Shipments ; . i 136, 867, 529 | 273, 532, 264 | 435, 247, 962 
Bombs, rockets, and ‘miscellaneous ammunition: | 
Approved program . | 1 116, 400,000 | 1 510, 300, 000 700, 139, 433 
Obligations. - ‘ ‘ - | 148, 092, 711 | 546, 064, 524 501, 783, 545 
Expenditures i ww 23, 346, 332 | 77, 975, 037 | 179, 538, 694 
Shipments e ate oapties .-| 30,972, 434 | 74, 511, 524 20 684, 209 
Summary: 
Approved program 1 592, 300, 000 |! 1, 748, 100, 000 | 2, 737, 869, 860 
Obligations. .-.-- ‘ . ..| 626,349, 728 | 1, 842, 650, 749 1, 819, 124, 983 
Expenditures. - -| 150, 199, 213 344, 528, 412 590, 738, 669 
SION bcc eclnemeed padipe chile aleve ----| 191,917,610 | 400, 587, 502 | 756, 850, 318 


1 Program reductions effected late in the fiscal years 1951 and 1952 required deobligations of previously 
obligated ammunition, 
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Commander Scumeper. It is a small item for the Navy. 

Mr. Hatasy. We could get it for you this morning in general terms. 
If we could ask, sir, Are there any questions about the two sheets the 
commander has handed out? Those two sheets are designed to show 
that we will have some unobligated balances, but they are in 4 
sound businesslike categories: 1, reserve for changes; 2, work in 
pcocess ; 3, contracts about to be placed ; and 4, savings. 

The CHAIRMAN. There is a call for absentees. We will recess now 
until 1: 30. 

(Whereupon, at 12:15 * ., the committee recessed, to reconvene 
at 1: 30 p. m. of the same a) 


AFTERNOON SESSION 


The Cuarrman. We will proceed with the meeting. 

May I suggest that, as far as possible and without going into de- 
tails, you give us a summation of what has been called the unexpended 
funds so that these gentlemen who were not here this morning will get 
it inaconcise form. Let us keep away from going far afield into lots 
of extra explanations. I think pr imarily what we want the record to 
show is what, if any, unexpended funds will exist or do exist now and 
on June 30. 

Senator Green. When you say unexpended, do you include unap- 
propriated funds or uncommitted funds? 

The CHarrMan. He can explain whether they are unobligated or 
not. He can explain those two categories, or if you have got a table 
here you can give them a copy of it and simply say what it amounts 
to. 

This is a table here where there is an analysis of the Army appro- 
priated MDAP funds. Let us get down to the question of unexpended 
funds on specific dates. Carry on. 
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STATEMENT OF N. E. HALABY, DEPUTY ASSISTANT SECRETARY 
OF DEFENSE, ACCOMPANIED BY ROBERT O’HARA, BUDGET 
DIVISION, OFFICE, SECRETARY OF DEFENSE; BRIG. GEN. SAM 
RUSSELL, DEPUTY ACTING CHIEF OF STAFF, G-4 FOR FOREIGN 
AID, UNITED STATES ARMY ; WALTER T. COOPER, DEPUTY CHIEF, 
FOREIGN AID SECTION, BUDGET DIVISION, COMPTROLLER OF 
THE ARMY; COL. E. P. HARDENBERGH, OFFICE OF THE COMP- 
TROLLER OF THE ARMY; COL. J. B. CORBETT, OFFICE OF THE 
ACTING CHIEF OF STAFF, G-4; REAR ADM. D. M. TYREE, ASSIST- 
ANT CHIEF OF NAVAL OPERATIONS (MATERIEL) ; COMDR. F. C. 
RYDEEN, HEAD, PROGRAMING SECTION, FOREIGN MILITARY 
ASSISTANCE, OFFICE OF CHIEF OF NAVAL OPERATIONS; LT. 
COMDR. C. E. SCHMEDER, DIRECTOR, MILITARY ASSISTANCE 
DIVISION, BUREAU OF SUPPLIES AND ACCOUNTS; COL. GEORGE S. 
BOYLAN, PLANS AND POLICY ASSISTANCE, MUTUAL SECURITY, 
AIR FORCES; COL. EDWARD C. GALLANT, COL. DEAN B. YOUNT, 
MAJ. HOWARD J. LA BRENZ, PROCUREMENT AND PRODUCT 
ENGINEERING, AIR FORCES; DUMOND PECK HILL, ASSISTANT 
COUNSEL, OFFICE OF MILITARY ASSISTANCE, OFFICE OF THE 
SECRETARY OF DEFENSE; AND ROBERT EICHHOLZ, GENERAL 
COUNSEL, DIRECTOR FOR MUTUAL SECURITY—Resumed 


MDAP APPROPRIATIONS—-UNEXPENDED BALANCES 


Mr. Hatasy. Yes, sir. 

Mr. Chairman, we are trying today to give you the facts and figures 
on MDAP appropriations. Those appropriations made available to 
the Department of Defense are $15.5 billion. We had spent $3.2 bil- 
lion of that as of June 30 a year ago. That left available and unex- 
pended $12.3 billion, including the fiscal 1953 appropriation. 

To date we have spent—when I say “to date,” up to March 31 of this 
year—we had spent $2.7 billion, and in the last quarter we expect to 
expend $1.2 billion or a total of $3.9 billion expenditures during fiscal 
1953. 

That would reduce our estimated unexpended balance on June 30 of 
this year to $8.4 billion from which should be deductel about $400 mil- 
lion in savings. 

Now, before going on, I would like to give you the picture of the 
obligations. Of the $15.5 billion you appropriated over 4 years, we 
have up to April 30 obligated $13 billion. 

Senator Green. Might I interrupt there to ask why sometimes you 
use the date of April 30 and sometimes March 31? 

Mr. Harasy. We are trying to give you the latest information we 
have, sir, and on some categories we have it for April 30, and on 
others March 31. 

Senator Green. But they are not comparable then, are they ? 

Mr. Hauasy. No, sir; they do not square on a time basis. 

The best estimate I could give you on the April 30 expenditures 
which would compare with the April 30 obligations is $3 billion, sir, 
just in this fiscal year. 
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Now, Just to summarize that: On April 30 we had expended this 
year $3 billion, which would leave an unexpended on April 30 of $9.3 
billion. We had obligated $13 billion as of April 30, so that we had on 
April 30 $18 billion obligated, and a total of $6.2 billion expended. 

Senator HickenLoorer. How much did that leave you as a total 
unobligated ? 

Mr. Hatasy. Total unobligated on April 30 of $2.5 billion. 

Mr. Haxasy. I am giving you overall figures, Senator, and I am 
voing to come immediately to the Army. 

This morning we had the Navy, and we will give you the charts, if 
the commander could see to it that Senator Green had two of those 
sheets this morning. 

Commander ScuMeEpeEr. Yes, sir. 

Mr. Hatasy. Mr. Chairman, for the benefit of the two members 
who were not here this morning, we spent most of the time on the 
effect of the Comptroller General’s ruling, and I am ashamed that we 
left it in a confusing picture, as confusing a picture as we did. But 
the questioning and answering back and forth did not fully disclose 
the problem. I want to just give you a paragraph on it. 

(Nore: Subsequent to the hearing, the following letter and direc- 
tive, mentioned in the hearing, were received by the committee for 
insertion in the record.) 


LETTER FROM COMPTROLLER GENERAL TO THE SECRETARY OF DEFENSE 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 7, 19538. 


The Honorable the SecREraRY OF DEFENSE. 

My Dear Mr. Secretary: The current study of the accounting procedures fol- 
lowed by the Department of Defense and the various military operating depart- 
ments in the financial control, recording and reporting of obligations, being made 
by the General Accounting Office in collaboration with representatives of your 
Department and the Bureau of the Budget has revealed serious deficiencies in 
the various bases used to obligate funds for material to be furnished from stock 
of the various military departments. 

Not only is there a lack of uniformity between the military departments as to 
when funds are obligated for material to be furnished from stock, but in many 
cases invalid obligations in substantial amounts have been recorded. These 
practices are highlighted under the Mutual Security Assistance Programs carried 
out by the Department of Defense for which funds have been allocated by the 
Director for Mutual Security. The allocation letter of March 30, 1950, from the 
then Secretary of State to the then Secretary of Defense and subsequent alloca- 
tion letters contain the statement “MDAP funds may be obligated at the time 
supply directives are issued for the amounts estimated to cover end-items to be 
provided from service stocks.” Such allocation letters appear to have been trans- 
mitted without clarification to the military departments and the various operat- 
ing agencies for implementation and various interpretations of such staement 
have been made. Consequently, obligations have been recorded in many cases for 
items to be furnished from stocks without regard to when the items would become 
available or be shipped, location of the items, or whether allocation action by the 
Joint Munitions Allocations Committee or its subordinate committee had been 
taken where required. In fact, it appears that mutual security funds in excess 
of $1 billion were erroneously treated as obligations as of June 30, 1952, for items 
to be furnished from military stocks. 

In order to determine the status of appropriations, both from the viewpoint 
of management and the Congress, it is essential that obligations be recorded in the 
accounting records on a factual and consistent basis throughout the Government. 
Only by the following of sound practices in this regord can data on existing obli- 
gations serve to indicate program accomplishments and be related to the amount 
of additional appropriations required. The practices which should be followed 
have been the subject of several discussions between representatives of your 
Department, the Bureau of the Budget, and the General Accounting Office. Based 
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upon these discussions and our own studies there are set forth below the criteria 
for application in the treatment of procurement orders or requisitions as obliga- 
tions when deliveries are to be made from stock of the agency to whom the orders 
or requisitions are issued. 

1. Such orders shall comply with the general rule that the materials, supplies, 
or equipment ordered are intended to meet a bona fide need of the fiscal year in 
which the need arises or to replace stock used in that fiscal year. This will 
require attention to the reasonableness of the quantities ordered in the light of 
the needs of the requisitioning agency during the fiscal year. 

2. The order must be firm and complete. This means that the order must re- 
quest prompt delivery of specific available stock items for a stated consideration 
and be accepted by the supplying agency with formal notification to the requisi- 
tioning agency. However, where common-use standard stock items are carried 
on hand for sale at published prices to requisitioning agencies, such as under 
stock or supply funds, and the order will be promptly filled from stocks, no for 
mal evidence of the acceptance of the order by the supplying agency is required. 

8. Orders or requisitions for material to be delivered from stock shall be 
treated as obligations by the requisitioning agency when the conditions specified 
in paragraphs 1 and 2 are met. 

4. As used herein “available” shall mean that the stock items are on hand or 
on order and will be released for prompt delivery and that all repair, rehabilita- 
tion, or renovation required to be done by the supplying agency has been com 
pleted. However, common-use standard stock items on order may be considered 
available if they will be delivered within a reasonable period of time acceptable 
to the requisitioning agency. 

5. As used herein, “delivery” shall man shipment as directed by the requisition 
ing agency, except when formal arrangements exist between the requisitioning 
and supplying agency whereby the latter acts as a storage and distribution agent 
for the requisitioning agency. In the case of this exception, delivery includes 
the transfer for the account of the requisitioning agency without physical transfer 
of the material, provided there are no reservations concerning the transfer and 
there is an adequate system of accounting for the specific items of property pre- 
venting issuance or use of the material except as may be directed or authorized 
by the requisitioning agency for its use or reimbursement. 

I strongly urge that this matter be given immediate attention and request that 
unliquidated recorded obligations under all funds administered by the Depart- 
ment of Defense be analyzed and all such obligations for material to be furnished 
from stock which do not meet the above criteria be adjusted accordingly. 

Sincerely yours, 


Linpsay C. WARREN, 
Comptroller General of the United States. 


DEFENSE DEPARTMENT INTERPRETIVE DIRECTIVE 
DEPARTMENT OF DEFENSE DIRECTIVE 


APRIL 29, 1953. 
Subject : Obligations for materiel to be delivered from stock. 


I. PURPOSE 


This directive provides the basis of obligation of appropriations or funds of 
any agency within the Department of Defense in connection with orders or 
requisitions for materiel upon another agency when deliveries are to be made 
from stock of the agency to whom the orders or requisitions are issued. 


II. DEFINITION 


The term “agency,” as used herein, means any activity issuing or receiving 
orders for delivery of materiel from stock whether within or without the Depart 
ment of Defense. In some cases an activity will receive orders from itself as 
agent for another program; in such cases the activity will be considered as the 
ordering agency and the receiving agency with separate responsibilities as 
though it were two separate agencies. 
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Ill. RULES ESTABLISHED BY THE COMPTROLLER GENERAL 





A decision of the Comptroller General (B—114578) requires that the following 
rules shall be uniformly observed by all agencies throughout the Government in 
the recording and reporting of orders or requisitions for materiel as obligations 
when deliveries are to be made from stock of the agency to whom the orders or 
requisitions are issued. 

A. Such orders shall comply with the general rule that the materials, supplies, 
or equipment ordered are intended to meet a bona fide need of the fiscal year in 
which the need arises or to replace stock used in that fiscal year. This will 
require attention to the reasonableness of the quantities ordered in the light 
of the needs of the requisitioning agency during the fiscal year. 

B. The order must be firm and complete. This means that the order must 
request prompt delivery of specific available stock items for a stated considera- 
tion and be aecepted by the supplying agency with formal notification to the 
requisitioning agency. However, where common-use standard stock items are 
carried on hand for sale at published prices to requisitioning agencies, such as 
under stock or supply funds, and the order will be promptly filled from stocks, 
no formal evidence of the acceptance of the order by the supplying agency is 
required. 

©. Orders or requisitions for material to be delivered from stock shall be 
treated as obligations by the requisitioning agency when the conditions specified 
in paragraphs A and B are met. 

D. As used herein, “available” shall mean that the stock items are on hand 
or on order and will be released for prompt delivery and that all repair, rehabili- 
tution, or renovation required to be done by the supplying agency has been com- 
pleted. However, common-use standard stock items on order may be considered 
available if they will be delivered within a reasonable period of time acceptable 
to the requisitioning agency. 

E. As used herein, “delivery” shall mean shipment as directed by the requi- 
sitioning agency, except when formal arrangements exist between the requisi- 
tioning and supplying agency whereby the latter acts as a storage and distribu- 
tion agent for the requisitioning agency. In the case of this exception, delivery 
includes the transfer for the account of the requisitioning agency without phys- 
ical transfer of the material, provided there are no reservations concerning the 
transfer and there is an adequate system of accounting for the specific items of 
property preventing issuance or use of the material except as may be directed 
or authorized by the requisitioning agency for its use or reimbursement. 








DEPARTMENT OF DEFENSE 





APPLICATION OF RULES IN THE 





IV. 





A. The foregoing rules governing obligations for deliveries from stock shall be 
uniformly followed in accounting for obligations of all appropriations and 
funds administered by the Department of Defense. 

B. In the application of these rules, the following instructions shall be 
observed : 

1. The agency receiving an order or requisition for materiel which may be 
delivered from stock shall be responsible immediately upon receiving the order 
for (a) determining availability of stock as on hand or on order pursuant to III 
I) above, and (6) formally notifying the ordering agency of acceptance of the 
order for prompt delivery of items other than common-use standard stock items. 
as required pursuant to III B above, or establishing a delayed delivery date 
within a reasonable period agreeable to the ordering agency in the case of 
common-use standard stock items on order. 

2. The ordering agency shall be solely responsible for determining its bona fide 
need for materiel ordered to be delivered from stock. However, when an order 
is placed for procurement of materiel of substantial value having a relatively 
long lead time, and the supplying agency determines, as an alternative, that such 
materiel may be delivered promptly from its available stocks, it will first com- 
municate with the ordering agency in order to enable the latter to determine the 
justification of its needs and authorize the alternative fulfillment of the order 
in the light thereof. (The order and acceptance wil be amended to reflect any 
such changes. ) 

3. Explanations of the meaning of terms used herein are as follows: 

(a) Bona fide need for a given item of materiel, expressed in quantity, to be 
ordered at any given time will be based upon consideration of the following fac- 
tors: the authorized or normal stock level for the item (including mobilization 
reserves): stock on hand; estimated consumption or withdrawals for use; the 
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goods already on order at the time; and the procurement or delivery lead time 
for goods on order as well as the subject order. 

(b) Prompt delivery normally means within 30 days from date of receipt of 
order by the agency which will authorize shipment in the case of common-use 
standard stock items or from date of acceptance of order for all other items. 

(c) A reasonable period for delayed delivery of common-use standard stock 
items on order normally means within 60 days from date of agreement with 
the ordering agency for such delayed delivery. 

(d) On order for purposes of stock availability means in process of procure- 
ment under existing contracts or project orders with receipts scheduled to meet 
deliveries for subject orders within periods specified in (b) and (c) above. 

(e) Common-use standard stock items include items similar in character used 
by two or more departments or subdivisions thereof for the same or closely re- 
lated purpose, such as those eligible for financing under Stock Funds. Examples 
are: subsistence, medical and dental supplies, lumber, hardware, fuels and lubri- 
eants, household and office-type furniture and material, general housekeeping 
material, individual clothing and equipment, and vehicular spare parts. Bx- 
cluded are major items such as tanks, aircraft, automotive vehicles, and machine 
tools. 

(f) Stock available excludes items subject to repair, rehabilitation, or renova- 
tion, to place it in condition to deliver pursuant to the terms of the order. How- 
ever, such stock is available to deliver in an “as is” condition if there is an ap- 
propriate agreement, in which case repair, rehabilitation, or renovation will be 
at the expense of the ordering agency. If repair, rehabilitation, or renovation 
is to be performed by the supplying agency, it may anticipate reimbursements 
for sales during the year, on an overall estimated basis, in requesting apportion- 
ments of the appropriation designated to be chargeable for the expense of such 
repair, rehabilitation, or renovation. 

4. Acceptance of an order by the receiving agency, pursuant to the rules set 
forth by the Comptroller General, constitutes a valid obligation of the funds of 
the ordering agency and shall be recorded as such. 

5. The agency accepting an order or requisition shall be responsible for making 
delivery in accordance with the period established in the acceptance. 

6. Whenever stocks are transferred in the future by one agency to another 
under formal arrangements whereby it acts as a storage and distribution agent 
for the ordering agency, the following requirements of III E above shall be 
observed, as follows: 

(a) The storage and distribution agent shall maintain an adequate system 
of accounting for the specific items of property transferred to the account of the 
requisitioning agency. In other words, overall monetary stock withdrawal! 
credits in the future will not be permitted. 

(b) There shall be no reservations concerning transfer of ownership for 
the specific items. 

(c) Such property so transferred in the future may not be issued or used except 
as directed or authorized by the requisitioning agency, and then reimbursement 
to the requisitioning agency will be required if it is issued to or used by any other 
agency whose operations are financed under a different appropriation or fund 
This requirement for reimbursement will not be construed to prevent the waiver 
of reimbursements for minor charges that may otherwise be authorized. 

C. Upon receipt of this directive or departmental implementing instructions, 
each agency within the Department of Defense holding orders or requisitions 
for deliveries of materiel from stock as of April 30, 1953, shall review such 
transactions for the purpose of notification of acceptance to the ordering agencies 
or undertaking to establish an agreeable delayed delivery date under each order 
or requisition, where required by the rules. 

D. Upon receipt of this directive or departmental implementing instructions, 
each agency within the Department of Defense shall review its obligations as of 
April 30, 1953, and make such adjustments in its records as may be required in 
accordance with the foregoing rules. 

BE. Following adjustments of recorded obligations as of April 30, 1953, each 
agency within the Department of Defense shall review collateral or related trans 
actions and make such adjustments thereof as may be appropriate in the light 
of these rules and other rules governing accounting for financial transactions. 

F. Following adjustments of recorded obligations as of April 30, 1953, each 
military department shall furnish a special report to the Office of Assistant 
Secretary of Defense (Comptroller) summarizing the amounts of reductions 
in obligations at that date by individual appropriations and funds or allocations 
of funds from other agencies. 
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Vv. IMPLEMENTATION 








Each of the military departments shall promptly issue regulations or instruc- 
tions implementing this directive and furnish a copy thereof to the Assistant 
Secretary of Defense (Comptroller). 






VI. EFFECTIVE DATE 










This directive is effective immediately. 
W. J. McNett, 


Assistant Secretary of Defense (Comptroller). 










HYPOTHETICAL EXAMPLE SHOWING EFFECT OF NEW BOOKKEEPING RULING 






Mr. Hatasy. The Comptroller General’s ruling affects only that 
portion of the program which we get from the service stocks. I 
thought we would take just a very homely example. Suppose the 
Navy bought an FSF fighter in World War II with Navy appro- 
priated funds. It was not used during World War II, and it is now 
sitting on the air station at San Diego completely cocooned for safe- 
keeping. That airplane has already been bought, paid for, produced, 
delivered, and is sitting there. 

The MAAG chief in Saigon; Indochina, sent in a program, in- 
cluding 10 of those airplanes. He does not want jets, he wants the 
World War II piston-driven F8F airplane that is sitting on the run- 
way out at San Diego. 

is program is approved for 10 of those airplanes. He sends in 
to the Chief of Naval Operations a request for 10 of them. 

The Chief of Naval Operations approves it, and sends it to the 
Bureau of Aeronautics, and says, “Do you have any money that the 
Senate Foreign Relations Committee authorized you to use for this 
service stock?” and he says, “Yes, I do.” 

He gives it an appropriation symbol and the order goes out to the 
naval air station in San Diego. 

Now, the issue with respect to the Comptroller General’s ruling in 
very general terms and for the purposes of this committee is when 
did an obligation take place? id it take place when the request 
originated in Indochina? No. 

Did it take place when the word came back to the Chief of Naval 
Operations? No. 

Under the old rules up to April 7 it became an obligation under our 
old rules when the Bureau of Aeronautics signed a piece of paper that 
said that that airplane is going to be earmarked, made available as 
soon as it can be taken out of its cocoon, repaired, the engine changed, 
the propeller checked, and sent on off. 

When that paper was signed it became an obligation under the eld 
rules. 

Now, it might take 6 months, it might even take a year 

Senator Green. By the old rules do you mean up to April 1? 

Mr. Hatasy. Up to April 7, the April 7 ruling of the Comptroller 
General. 

Now, it might have taken 6, 8 or 9 months for that piece of paper 
in the Navy Department to get out to San Diego, the airplane ken 
apart, put back together and delivered. 

Now, the Comptroller General says those rules were not tight 
enough, and when you requisition something out of service stocks, 
several things have to happen: (1) The requisitioning agency has to 
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put a firm requisition on to the supplying agency; (2) the supplying 
agency has to accept it and sign a receipt, so to speak, and agree to do 
the work; (3) it must be delivered promptly, say within 60 days. 


PREMATURE AND DEOBLIGATED OBLIGATIONS 


The Indochina forces still need those 10 airplanes, there is no change 
in the requirement; there is no change in the appropriation, but the 
bookkeeping rules now call it a premature obligation. Now, that is 
what Senator Ferguson was pinning me on this morning—it relates 
to the requisitions on service stocks. It does not relate to anything 
concerning new contracts. 

Senator Green. What do they call it after 60 days, if it has not 
been delivered in 60 days? 

Mr. Harary. Pardon me, sir? 

Senator Green. You said it had to be delivered in 60 days. 

Mr. Harasy. Yes, sir. 

Senator Green. On the 61st day, if it has not been delivered, what 
do you call it? 

Mr. Harasy. You would then have, under the defense interpreta 
tion of this ruling, I believe, to deobligate the obligation. 

Senator Green. It is a deobligated obligation then? 

Mr. Harapy. Yes, sir. It sounds immoral, but that is what it is. 

Senator Green. Have you got any deobligated obligations on these 
parts you have been talking of ? 

Mr. Hanasy. On these two pieces of paper you have from the Navy, 
sir, Commander Schmeder pointed out this morning that his obliga- 
tions were now under scrutiny, and there were somewhere between 
$35 million and $100 million, so the Comptroller General would say 
under his new and tighter rules should be deobligated and should not 
be counted until reobligated properly. 

Senator Green. Well, does not this change make it very difficult to 
compare this year’s figures with previous years’ figures? 

Mr. Haxapy. It certainly does, sir; and this morning Senator Fer- 
guson asked me if I was foggy about this subject, and I told him I 
was, and the reason is that there are thousands of these requisitions 
going through this kind of supply operation here, and it will take us 
weeks or months to determine the effect of the new rule. But what 
I tried to get across, and I am not sure I did, sir, was that it did not 
change the requirement; it did not change the appropriation, but 
it did change the bookkeeping arrangement. 


FINAL EXPENDITURE 


The Cuarman. After it has been expended, when do you get the 
expended item on this step, the follow-through ? 

Mr. Harasy. Follow-through on the 10 F8F’s. The expenditures 
do not take place until the MDAP funds are disbursed to the naval 
air station. 

Commander Scumeper. To the Bureau of Aeronautics. 

Mr. Hatary. Bureau of Aeronautics, and assigned to the account 
of the naval air station which did the work, is that correct, Com- 
mander Schmeder ? 
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Commander Scumeper. Yes, sir; it occurs when the final delivery 
of the planes has been made. That would be when the airplane leaves 
the dock in San Diego—from when it is ready for delivery. 

Mr. Haxasy. Just as soon as it is ready to deliver, the final ex- 
penditure is made, and it is then recorded as an expenditure, and 
comes out in the Treasury reports as a disbursement, as an expendi, 
ture, is that right ¢ 

Commander ScuMeper. That is right. MDAP reimburses the 
construction appropriation of the Bureau of Aeronautics. 

The CHarrMan. Well, using your analogy, at the end of 60 days, 
is the plane ready for delivery’ Where is the delivery then’ Is the 
plane still over there in the airport? 

Mr. Hauapy. Yes, sir. 

The CHarrman. Well, when it is delivered you immediately get the 
expenditures ¢ 

Mr. Hatasy. When the work is completed on it. 

The Cuatrman. Is that right? 

Mr. Haxasy. Yes, sir; when the work is completed. 

The Cuarrman. Then the only difference is the difference between 
the time of what you call obligation and not the time of expenditures ? 
Mr. Hatany. That is correct, sir. 








rO OBLIGATION DATE 





NEW AND OLD PROCEDURES RELATIVE 











The Cuatrman. Well, I guess you have clarified that situation. 
Which accelerates the obligated date, your procedure or the—— 

Mr. Hauapy. The old procedure accelerates the obligation date. 
The new procedure would require us to go through a lot more steps 
and assurances and reassurances before it is a legal obligation, ac- 
cording to the Comptroller General. 

Now, we are not complaining about these new rules. We work 
with the Comptroller General on them. They have a lot of advan- 
tages and some disadvantages, in substance. The terrible part about 
it for this committee and for us is that we have only had a few weeks 
to figure out the impact, so we give you a whole bunch of sort of 
expanding and contracting figures. 

For example, if you asked me right now what will be your legal 
obligation as of June 30, 1953, I would have to tell you that I did not 
know. I would have to say that if we applied the old rules, the un- 
obligated balance on June 30, 1953, would be somewhere around $500 
million net of saving, unobligated out of the total of $15.5 billion of 
appropriations. 

If we applied the new rules, 1 would have to tell you that we do not 
know again, but it looks like somewhere around $1.8 billion un- 
obligated balances. 

Now, how you can explain that on the floor of the Senate is extremely 
difficult, because what I am telling you is that if you apply one set 
of rules, it is $500 million about, and with another set of rules it is 
ubout $1.8 billion. 

So what we hope to do is to start putting these rules into applica- 
tion, but to go ahead and present the case with your understanding 
that we are putting them into effect, but that for the remaining 5 weeks 
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we have not given their full effect, and we will proceed to give you 
figures on the basis of the old rules. 

Senator Hicken.Loorrr. Are you using the term “obligation” 
as an artful term of the accounting practices? You are using it a 
little differently than the layman thinks of it. I think an obligation 
means that you have it contracted, it is a specific amount or you have 
got a job to pay for where you ought to set up a reserve and ear- 
mark it. If those funds are earmarked are they technically obligated 
according to your bookkeeping systems or not? 

Mr. Hatasy. We would like to use your rules. 

Senator Hicken.oorer. I am not concerned about that. I am con- 
cerned about how much cash you have got that is not committed 
for something, and whether you use a technical bookkeeping term for 
obligation or not. 


ADVANTAGES AND DISADVANTAGES OF NEW BOOKKEEPING RULES 


Senator Green. Now, the disadvantages are obvious to a layman 
but you said that there were certain advantages which outweighed the 
disadvantages; what are the advantages that outweigh the disadvan- 
tages? 

Mr. Hanasy. I did not say that the advantages outweighed them, 
sir. I said that there are advantages and disadvantages. 

The Comptroller General’s letter came to the Secretary of Defense, 
and he sent a directive to the three armed services to put it into effect, 
and it is my understanding that the reason it is being put into effect 
is because it is a Comptroller General ruling and, second, because it 
provides them with some tighter control over the accounting for trans- 


fers from service stocks. This will go fully into effect in from 3 to 6 
months. It is in the process of going into effect now. 

Senator Green. If you did not say it, I thought you did, but if you 
did not ~ 4 it, do you believe the cites outweigh the disadvan- 


tages? What is your opinion ? 

fr. Hatany. Well, sir, 1 am not an accountant. This is a very com- 
plicated picture, and I can only tell you that I think the new rules can 
be made to work, and there may be a net advantage from them, as a 
personal opinion. It is the policy of the Department of Defense to 
put them into effect. 

Senator Green. You do not answer the question. 

Mr. Harapy. All right. I will answer the question, sir; from what 
I know, sir, yes. 

Senator Green. The advantages outweigh the disadvantages? 

Mr. Hatasy. Yes. 

Senator Green. Of course you reserve the right to change your 
opinion if you look into it further. 

Mr. Hatasy. When I know more about it, but for the moment they 
are creating havoc because, in the first place, we have to present this 
confusing picture to you. In the second place, after 3 years of the old 
rules, in the last quarter of fiscal 1953 just as we are about to come to 
you and explain what we have done with the money, this uncertainty 
is thrown in from an operational point of view. These very able offi- 
-~ who are here living hourly with these problems; it is really rough 

or them. 
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STATUS OF FUNDS ALLOCATED TO THE ARMY 


Now, if we could go right into the Army picture, I have asked the 
service witness to be very brief, sir. I want to get into your record 
exactly where this money is, because there is so much loose talk about 
the $15.5 billion not being accounted for, that we want to pin it down, 
first, in accordance with how we have put the money to work, and then 
we will get right on to expenditures which I know is a matter that 
is of concern to you. If I could ask Colonel Corbett, of the Depart- 
ment of the Army, to explain very quickly where the funds allocated 
to the Department of the Army, namely, $8,265,000,000 out of the last 
4 years’ appropriations, where those funds are at work. 

Colonel Cornerr. Mr. Chairman, in the booklet that was placed 
before you, the first three pages show the actual location of the money 
by project category. It shows the total amount in each project, the 
amount obligated through March 51, the balance remaining unobli- 
gated as of March 31, what we expect to obligate in April, May, and 
June, and what part will remain unobligated as of June 30. 

You will notice on page 3 the last figure in the right-hand column 
$258.6 million. We now estimate that will not be obligated as of 
June 30. 

Senator Hicken.oorer. How do you use the term “obligation,” 
Colonel ? 

Colonel Corserr. In this initial presentation, under the rules that 
we have operated on prior to April 7. 

Senator Hicken Looper. Is that money that is not committed? 

Colonel Corserr. No, sir. This money is committed and it is 
according to our rules obligated, sir. 

Senator HickEeN Looper. | am talking about the $258 million. 

Colonel Corsetr. No, sir; that money is not obligated, and will not 
be obligated. 

Senator Hickenwoorrr. And it is not committed. Do I understand 
correctly that nothing is in the pipeline for which it is to be set 
aside? 

Colonel Corserr. Yes, sir; part of it is, sir. The breakdown of that 
$258 million is given on page 4 in which you will find that part of it, 
$119.1 million we do have a firm requirement for. We do need these 
moneys to supply the items that are listed there in the lefthand 
column. 

The bottom category, which we have under the heading “Savings,” 
represents items for which the requirement no longer exists at this 
time. 

REDUCTION IN AMOUNT REQUESTED 


Mr. Hauasy. For the benefit of the members who were not here this 
morning, at the very end we announced to the committee, and we are 
trying to announce concurrently to the House Foreign Affairs Com- 
mittee, that by rescreening the funds that you have made available in 
past years, $15.5 billion, we have come up with what we believe are 
real savings of $378 million in MDAP funds, together with about $26 
million MSA funds, or slightly more than $400 million. 

We propose, with your concurrence and your authorization of a 
carryover of this slightly more than $400 million, to apply that against 
the President’s request for new appropriations, and, subject only to 
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reserving $50 million of these savings for emergencies that might aris 
in the last month, to reduce it from $5.8 billion to approximately 
$5.4 billion. I take it that that meets with the committee’s sympathy 

And a letter, as I understand it, is on its way from Governor Stas 
sen’s office to the chairman which explains this in great detail. 

Mr. Woop. It is on its way, Mr. Chairman. And could I just add 
for the record that there are some problems which are explained | 
the letter concerning possible additional requirements for a small part 
of this money. Therefore, the recommendation which we make, as 
you will see when the letter arrives, is that the total amount of ees, 
imately $400 million not be deducted from the new obligationa 
authority. 

Mr. Hanasy. Sir, we have given you all the sheets on the Army 
here, and those may go into the record, as you will, and on that page 
4, Colonel Corbett has shown you the status of those unobligated funds. 

Now, I asked him to try to estimate the impact of these new book 
keeping rules, and on page 8—— 

Colonel Cornerr. Excuse me, page 9. 

Mr. Harasy (continuing). Page 9 of the document before you, 
Army has given a rough estimate of how this Comptroller General’s 
ruling might affect the Department of the Army appropriations. 

It shows that, instead of hav ing only about $258 million unobligated 
on June 30, the Department of the Army will have an additional $1, 

367,000,000 unobligated on June 30. 


UNDERSTANDING THE NEW BOOKKEEPING PROCEDURE 


The Cruatrrman. I think the record should be made clear. Do you 
use the word “unobligated,” because, as suggested by Senator Hicken 
looper, it is more or less a term used by people who do the book 
keeping? As a matter of fact, all of these vehicles and items men- 
tioned on page 9 as of June 30 will all be in the pipeline; will they not ? 

Mr. Havasy. Yes. 

Colonel Corser. “Yes, sir. 

The Cuarrman. When you talk about “obligated,” you do not mea: 
it ina legal sense; you mean it in a sort of bookkeeping sense. 

Mr. Hatasy. Yes, sir. 

The Cuarrman. In other words, if they have been really in the sense 
contracted for, they have been in a sense ordered, and they are being 
readied for delivery when and if they are ready to deliver. 

Mr. Havasy. In a real sense that is correct, sir. 

The Cuarrman. Well, I think that is what you should have said 
long ago. It is simply what you are doing now. If you said that 
to Senator Ferguson this morning and produced something like this, 
he certainly would have got it. As it is, I feel he has the impressior 
that there is something wrong in the bookkeeping. 

Mr. Hanasy. Yes, sir. 

The Cuairman. If I get your explanation on it, there is nothing 
to it. It is just the same as if you ordered from me, if I were in the 
manufacturing business, a thousand articles. The contract itself had 
not been signed, but you had given the order. There might have been 
a statute of fraud as to the validity, but the moral responsibility was 
there. You are ready to take when and if you are ready to deliver: 
is that not it? 

Mr. Haapy. That is the idea. 
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PURPOSE OF NEW BOOKKEEPING ORDER 





The Cuarman. My sixth sense tells me that the only purpose for 
this new requirement is that it is a check on everybody so that there 
cannot be any skulduggery or something to that effect. 

Mr. Haxasy. It is in the opinion of the Comptroller General more 
orderly. 

The CuHamrman. A doublecheck and a triplecheck; that is what 
it is. 

Mr. Hanasy. Yes, sir. 

The CuarrMan. It is a check to see that there will not be any ques- 
tion about someone getting away with something. However, it does 
inflict a burden, particularly at this time. 

Mr. Harasy. It will not create, in their view, any misleading 
impression—that is what they are trying to do, set these books in the 
most orderly way, and keep the tightest rein on our bookkeepers, as 
well as their, as they can. 

The CHarrmMan. Yes, but it does not in and by itself recoup any 
money for the Government. 

Mr. Hauasy. Not a dollar. 

The Cuatrman. That is the thing I am getting at. 

Mr. Hauasy. Not a nickel. That is perfectly stated, sir. It sounds 
as though it does 

The Cuamman. Well, that is a point I think that in these few 
minutes we have on the record so that if one reads ‘t he can under- 
stand it. 

Mr. Hatasy. I wish you had been at this end of the table this morn 
ing, sir, because you put the case very well. 

The Carman. I like your blarney, but it is not necessary. 

Mr. Hatany. Well, of course, we have not heard the last of this line 
of questioning, and we anticipate a great deal more in the Appropria- 
tions Committee. We did not anticipate quite as much in this com- 
mittee this morning. 

The Cuarrman. I think in the apeneer jations Committee it might 
be helpful if you document it along this line. 





REVERSING ARGUMENTS 











Mr. Harary. I would like to, if I may, for a second, take on the line 
of argument of Senator Ferguson for a moment. His line of argu- 
ment was, and I am sure it will be heard in many different quarters 
in the coming weeks, that there has been appropriated so much money 
for military equipment for our own forces and for our allied forces 
that there will be on June 30 about $63 billion unexpended for the 
ce of Defense, United States Armed Forces, and around $8 

billion unexpended for our allies overseas. That is about $71 billion 
unexpended. 

Now, why do you need any more money? That, it seems to me, 
is the most difficult question, and th le one by at is uppermost in the 
minds of your colleagues, and it seems to me the answer to it must be 
approached logically. That is a very great deal of money, and it 
sounds as though it is not at work. 

Now, the money is at work. There will be in the Department of 
Defense around $6 billion or $7 billion unobligated in the strict sense 
at the end of this year. 


902—53—-—-46 
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As I have told you this morning, there will be X amount unobli- 
gated, depending on which rule you apply, $500 million to a billion 
and a half or more dollars, in this account, but that money is in the 
process of being put to work. In the sense you were using it a mo 
ment ago, a use is in line for it. It is programed against require 
ments, and we want to carry it over and keep it as working capita! 
on a business basis. 

Now, secondly, these funds which have been appropriated do not 
meet the total military requirements. No one has claimed to you that 
they did. In fact, each year they have been cut back against the 
amounts desired by the military planners. So they are reduced 
appropriations. 


REASONS FOR UNEXPENDED AMOUNTS 


Now, why is it that so much of it is unexpended? Why is it that 
this program is going to have around $8 billion unexpended on June 
30% Now, if we can have a little more time with you here this after- 
noon I think we can explain it. 

The main reason is that it takes from 3 to 4 years to produce an 
airplane and a minesweeper—lead time. The second is that an awful 
lot of this stuff that was ordered with these MDAP funds went. to 
Korea, went to higher priority requirements, and it did not get into 
the foreign military-assistance pipeline at all. They are beginning 
to come in, and in the last few months we have had a very great in- 
crease in the weekly rate, the monthly rate, of deliveries. 

Next, we have had some production difficulties. This is all compli- 
cated, long-lead-time equipment, because, we are not giving them 
leggings and shoes and the stuff you buy off the shelf. We are giving 
them the complicated hardware that takes weeks and months to order, 
and months and years to build. 

Those are the main reasons, and the reasons that we will demonstrate 
here in a more detailed way right now. 

If I could have the Air Force officer, Colonel Boylan, with about 
three charts, very quickly give you the status of his obligations, we 
will then come back to expenditures, and on a service-by-service, item- 
by-item basis tell you just where the unexpended funds are. 


UNOBLIGATED AND UNEXPENDED SUMS IN THE AIR FORCE 


The Cuatrman. I want to get something straightened out right 
away as to figures. They tell me that as of June 30 there are approxi- 
mately $40 billion in the Air Force unexpended; is that right ? 

Colonel Boytan. Mr. Chairman, I am here mainly concerned with 
the mutual security aspects of the Department of the Air Force. Your 
question can be and will be received and answered by the appro- 
priate person. 

The Cuarrman. Then they say as of March 30, the unobligated 
balance in the Air Force amounts to $17,667,000,000. You get into 
trying to dissect terms, but when you talk about unobligated in the 
Air Force, can you tell .us just what is meant by that? Do you mean 
that there is no legal or moral obligation for that money? In other 
words, has it not been contracted for? I think we should have that 
on the record, because there is some evidence here that needs clarifica- 
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tion. If you can do that, or someone can, I would appreciate it, be- 
cause I am confused about these figures myself. 

Mr. Haxasy. Sir, just one very brief answer to that. The answer is 
that these witnesses here are from the foreign military assistance 
divisions in their departments. As you know, you authorize the money, 
then you appropriate it to the President. He gives it to the director for 
Mutual Security, who allocates it to us. We suballocate it to these three 
services and they put it to work. 

The reason these funds have not been merged together is. that the 
Truman administration and the Eisenhower administration and the 
Congress have decided in the legislation that there shall be a director 
for Mutual Security, that he shall allocate to the Department of 
Defense, and he shall control out of the Executive Office of the Presi- 
dent, the management, the general supervision and control of these 
funds that were not voted to the Department of Defense, and that was 
one of the confusing points in my explanation and discussion with 
Senator Ferguson this morning. He seemed to be saying that they 
ought to be voted to the Department of Defense, and merged therein, 
and therefore, for the Senate Armed Services Committee rather than 
the Senate Foreign Relations Committee. Now, we will get you the 
answers to these questions about Air Force appropriations and provide 
them for the record. 

(Nore: The material referred to above appears in a subsequent section of this 
volume, on p. 739.) 

The CHarrMan. It seems to me there is an obligation upon you 
people to present the overall picture so that anyone ¢ ould ask a simple 
question and be told definitely whether this is a fact or if it is not 

i. fact. What are the various segment of the picture? How much 
ha been allocated to the various branches of MSA? How much 
is otherwise in various places? We must know these things. Now 
there must be an answer to this question: Namely, What is the overall 
unexpended amount or unobligated amount for the Air Force as of 
June 30? 

Mr. Hatapy. We will get that, sir. 

The Carman. Here I was told $17 billion. That came from a 
pretty good source. 

Mr. Hatasy. That subject is before the Military Subcommittee of 
the Appropriations Committee, and there was a hearing on it last 
week, Colonel Gallant tells me, and testimony was given. We will get 
that, and we will bring it to you tomorrow. 

The Cuarrman. All right. Carry on, young man. 

Colonel Bortan. Mr. Chairman, we have just a few relatively simple 
charts to give you an idea, of what the money is doing that we are 


talking obout. 


































MDAP FUNDS IN USE BY THE AIR FORCE 





The Cuarrman. First, what money are you talking about? 
Colonel Bortan. The MDAP funds made available to the Depart- 
ment of the Air Force to discharge its obligations. 

The CHarrMan. Put it in the record so that I can see it. 

Colonel Borian. In the Mutual Security Program. 
The Cuarmman. How much is that ? 
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Colonel BoyLan. $4,811 million. 

The Cuarrman. All right. 

Colonel Boytan. Of this total, $4,497.9 million has been directed to 
the procurement of materiel for Air Forces of our allies; a smaller 
portion, $161.9 million is involved in the training of foreign nationals, 
both pilot and technical; a small sum, relatively small, in view of the 
total, $21.4 million, is involved in administration. Packing, handling, 
crating, and transportation of material requires $130.2 million. 

Since the magnitude of our program is concentrated in the materiel] 
area, I would like to show you what the materiel funds are being 
obligated and expended against. 

Sixty-four percent of the total materiel funds or $4,497 million are 
related to aircraft and their spare parts. Lesser amounts go into the 
other categories of air materiel: Bombs, rockets, vehicles, electronics, 
machinery with which we move aircraft on the ground, vehicles to 
haul bombs, and equipment of other categories. 

In the aircraft category through the period of fiscal year 1950 
through fiscal year 1953 programs, we are procuring in the United 
Sttaes 4,640 jet aircraft. That total includes jet trainers; plus 444 
piston-engine aircraft from new production or a total of new produc 
tion in the United States of 5,084 aircraft. 

We have programmed and delivered in the main, 1,812 aircraft from 
our service stocks, World War II aircraft, that have been rehabilitated 
for delivery to our foreign recipients. 

We are procuring offshore in the United Kingdom, France, the 
Netherlands, and Italy, a total of 852 front-line jet aircraft, all high 
performance fighters. 

Our total aircraft program in the fiscal years 1950 through 1953 
totals 7,748 aircraft. 

The CHarrman. How much will that cost? 

Colonel BoyLan. In terms of materiel, sir, $4.497.9 million, inelud 
ing all of the associated equipment that go with aircraft,. 


FISCAL STATUS OF AIR FORCE PROGRAM 


Now for a very brief review of the fiscal status of our program 
Again our total program for air, $4,881.4 million. Our obligations, 
actual obligations as of March 31, $3,681.4 million. 

We are giving you the latest information we have available and w 
have reported obligations, in other words, obligations that are reported 
to our procuring agency, though the official document has not been 
recorded, as of May 25, $4,142.8 million. We estimate that our per- 
formance and obligations during the period May 25 through June 3¢ 
will be $402.8 million, or an estimated total obligation as of June 30 of 
$4,545.6 million. We are forecasting an unobligated balance on June 
30 of $265.8 million. 

Now I would like to turn to the estimated unobligated balance of 
June 30 of this year. Again the balance estimated unobligated of 
$265.8 million, We have a reserve for engineering changes to aircraft 
in production, that is to say, money that is set aside against changes in 
design or changes in specification that will cause an increase or a varia- 
tion in costs. We have a reserve for that purpose of $36.2 million. 
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We have work in process which we forecast will be completed and 
funds obligated by the first quarter of fiscal year 1954 of $174.8 million. 

We are reporting savings in our program totaling $ $54.8 million, 
savings against the program of $4,811.4—materiel not ; required under 
this program. Needless to say, we have considerable requirements 
that we are justifying before you in fiscal 1954. 

You have before you, sir, several pieces of paper that explain in some 
detail the categories I have been oe First, the status of 
obligations. Attached to this paper isa spread of the savings by item 
of equipment and by title area. In sddiaieets you have before you a 
breakdown of our work in progress. And lastly, there is a spread on 


expenditures. 

















UNEXPENDED BALANCES 






Mr. Hartasy. Mr. Chairman, do you or Senator Smith have any 
questions on this portion? If not, we will go right into the expendi- 
tures picture, 

We will try to put into the record early next week charts and tables 
showing the obligations picture, having tried to clarify the Comp- 
troller General’s ruling, and with your permission we will go on 
to the expenditures. 

(Subsequent to this hearing, the following information referred 
to above, was received by the committee.) 




















INFORMATIONAL DATA SUPPLIED BY THE DEPARTMENT OF DEFENSE REGARDING 


OBLIGATIONS 





Effect of Comptroller General's ruling as to obligations 







Department of the Army 


{In millions of dollars} 







h 





a) 
Old rule New rule 










1. Program. 
2. Requirements 
3. Expenditures, June 30, 1953 








4. Obligations, June 30, 1953 $6, 898. 1 
Unobligated, June 30, 1953. 1, 367.3 
Obligations, June 30, 1954 8, 215. 2 

sO. 2 







Unobligated, June 30, 1954 






No changes 
NOTES 





















1. Programs pending approval (126.0) not included. Fiscal year 1950-53 savings of 139.5 are included 

2. Program value (line 1) less saving (139.5 rhis figure represents the estimated value of all materie] 
programed, fiscal year 1950-53 

4. The difference between columns (a) and () of 1,108.7 indicates the effect of implementing the r 
ybligation policy in fiscal year 1953. This amount is estimated as the value of items planned for si 






from stock which will not be available for shipment in time to effect obligation of funds in fiscal year 1 

5. The amount in column (a) includes 139.5 savings and 119.1 applicable to items for which it is es 
ontracts cannot be secured in fiscal year 1953; the amount in column (6) includes these amounts and the 
flect of the new policy (1,108.7) referred to in note 4 above 

6. These figures include obligation of 139.5 against items applicable to the fiscal year 1954 prog rams, indi- 
cated in the above notes as a fiscal year 1950-53 saving. To arrive at the figure in column the figure in 
column (a) is reduced by the value of items programed in fiscal year 1950-53 but which it is estimated will 
not be shipped in time to effect obligation of funds in fiseal year 1954. A list of these items is attached 
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Effect of new rule on MDAP accounts with Navy 


{In millions of dollars] 





| | = 
New rule Old rule 


| 








1. Program ; = en niin ale aan (*) 
2. Requirements : ; ; (@) 
3. Expenditures. . . Lk ninin eblpeale publi bibl iil tel (0) beat 
4. Unobligated balance Apr. 30, 1953... a : | $498. 1 % 
5. Obligations May and June 1953 bleh ; Jendoadaul 195. 4 | 193 
6. Unobligated balance, June 30, 1953_...---- weheteeesbe | 302. 7 158 
7. To be reobligated by Dec. 31, 1953 (new rule) 97.6 
8. To be reobligated by June 30, 1954 (new rule). . | 42.2 | 
9. To be delivered by Dec. 31, 1953 . 95.0 | 
0. To be delivered by June 30, 19/4__..._...-.......-.--------..--- is 40.0 b4abd 
i } 
1 No change. 
Effect of new rule on MDAP accounts, Department of the Air Force 
[In millions of dollars] 
| Newrule | Old ruk 
1. Program 4 « | $4, 811.4 
2. Requirements ‘ 66s 4 ; bas } () | 4, 756. € 
3. Expenditures () 4, 756. ¢ 
4. Unobligated balance (Apr. 30, 1953) | $872. 3 | 86 
5. Obligations (May-June 1953) 599. 9 5m 
6. Unobligated balance (June 30, 1953) 272.4 26 
7. To be reobligated by Dec. 31, 1953 Bet... 
8. To be reobligated by June 30, 1954 Ce; 
9. To be delivered by Dec. 31, 1953 | 6.8 |... 
10 6.6 holes 


1 No change. 


. To be delivered by June 30, 1954 . 


Department of Defense MDAP—Utilization of available fiscal year 1952-53 funds 


[Millions of dollars] 


Appropriations for military assistance fiscal year 1950-53 $16, 500. 3 
Avaiiable te othe? quencies... ..... 6 nscnnnnuse $968. 9 
ROO TN Fe iaissiswikeciettie anataidiltlnbitandimnniin 25. 0 993. 9 
Earmarked for Department of Defense_____--_~ 15, 506. 4 
Programs approved for funding April 80, 
1953 : 
DN isin inti ccs denna ices esttedcgecce taelininhas $8, 265. 4 
NE iin inc nts bttekcitilintesiadatintnds 1, 819.3 
BIE TOURS etctiicitiintticna ta atianisa tin 4, 811.4 
ORD  ccatsicnccuccmenammemeumeresencn 33. 2 
———_ 115, 229.3 
Army programs in process of approval____.-.-~----- 126. 0 
istimated fiscal year 1950-53 programs, June 30 
I ti i cca ella aie it eal aetna 15, 855. 3 
Savings: 
Withheld by Office of Secretary of Defense___..__-._-_-----~--~- 151. 1 
Estimated savings as presented by military departments_..____. 210. 0 
Additional Gxpected' GEVINGRiiak cin dcidddn desc cc seems 16.9 


Available for fiscal year 1954 programs___--_--.-------------- 878. 0 
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Department of Defense MDAP—Status of obligations 
[Millions of dollars] 


Funds earmarked for military assistance_ $15, 506. 4 
Obligated Apr. 30, 1968_.-..2-.LuU2- =~ s.-._. $13, 06.8 
Estimated obligations May—June 1953__.___..-------- 1, 490. 1 

— 14,546.9 

Estimated unobligated balance, June 30, 1953 a 959. 5 

Distribution of unobligated balance: 

Army: 
Approved programs 
Programs in process of approval 


Less savings ...--- = an on = eatntisdhicelissniniianthieatalnadiadiannsiaa SS ae 


Net obligated balance, June 30, 1953 


AIR FORCE 


F.V."50 THRU F.Y.'53 FUNDS ALLOCATION 
CUMULATIVE TOTAL - 74,811.4 MILLION 


MATERIEL TRAINING 
93.5% 3.4% 
4,497.9 MILLION 161.9 MILLION 


_- ADMINISTRATIVE 
0.4% 
21.4 MILLION 


\ 


ACCESSORIAL 
2.7% 
130.2 MILLION 
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FY 1950 - 1953 MDA MATERIEL PROGRAM 


$ 4,497.9 MILLION 
AIR FORCE 


AIRCRAFT WITH SPARES 






OTHER MATERIEL 2 
6.6 % WJ ' 
ELECTROWIC 6 COMMUNICATION 
BOMBS, ROCKETS & Nem" EQUIPMENT WITH SPARES 
MISC. AMMUNITION . 
8.2% \Seuea POWERED 6 b senna 
GENERAL EQUIPMENT & Sin ay = 
6.6% APONS & SPARES 


1.9% 


DEPARTMENT OF THE AIR FORC’ 


MDAP MATERIEL 
F.Y. 1950 - 53 


SERVICE STOCKS 
6.0% 


U.S. PRODUCTION 
79.9% 


zo 
=” 
XV 
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Department of the Air Force MDAP—Obligation of fiscal year 1950-53 funds 


Millions 

of dollars 

Total program : bia Sin $4, 811. 4 
Obligations, Apr. 30, 1 153_ = sities nti a ariel . 8, 945. 7 


Unobligated balance, Apr. 30, 1953____..-_----_---~- ite : 865 
Estimated obligations, May—June Ses : : ; 599. 


Estimated unobligated balance, June 30, 1953 


Department of the Air Force—MDAP, fiscal years 1950-53 status of 
programed funds 


[Actual and estimated, in millions of dollars] 
. . 
ti Estimated 
Obliga- Unobii- | Estimated | “ynobli- 
_ obliga- ; 
Category Total tions, gated, tions gated 
‘ ’ program Apr. 30, Apr. 30, May ts balance, 
1953 1953 “ae June 30, 
1953 


Materiel: 
Aircraft, spares, and aeronautical 
equipment... 
Electronic and signal equipme nt 
Ground powered and marine equip- 
ment. ; 
Weapons_ 
General equipment 
Bombs, rockets, and ammunition 
Plant expansion and preproduction 
Petroleum, oil, and lubricants 
rraining equipment ‘ 
Repair and rehabilitation, excess 
equipment. - 
Construction 


Total materiel. 
Accessorial _ - .. 
raining - .- 
Administration _- 


Y 
) 
1 
) 


Grand total. ._. 


Department of the Air Force MDAP—Analysis of fiscal years 1950-53 unobdligated 
balances estimated June 30, 1953 
Millions 
Approved programs: of dollars 
Ustimated unobligated June 30, 1953 api etal data seo . $265.8 
Reserved for engineering modifications__- sid 36. 2 
Otiigations in process, expected to be consummated ‘July- September 


Requirements not yet in obligation stage = . 0 


SP Bh assesses jwseeieeae ; imines . .8 
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DEPT. of the ARMY - FY SO-53 MDAP 
As of 30 April 1953 -All Titles 


(In Millions of Dollars ) 


COMPOSITION of SOURCE of 
MATERIALS 


“7; ACCESSORIAL 3.8% 
ALL OTHER 4.9% 
ELECTRONICS 7.9% 


TANKS «& 

COMBAT 

VEHICLES 
31.47% 


TOTAL FUNDED PROGRAM TOTAL MATERIEL 
> 8,265.4 Million 2 7,876.7 Million 


Department of the Army—MDAP obligation of fiscal years 1950-53 funds 
[Millions of dollars] 


oe 
Programs 
pending 
approval 


Approved 
program 





Total program ; ; (pulbigghitmdtinamedn alan $8, 265. 4 | 126. 0 
Obligations, Apr. 30, 1953__.. es os 7, 314.4 


Unobligated balance, Apr. 30, 1953_. 951.0 |. 
Estimated obligations, May to June a 692. 4 


Estimated unobligated balance, June 30, 1953__..................--.--- 258. 6 
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Department of the Army—MDAP, fiscal years 1950-53 status of programed funds 


{Actual and estimated, in millions of dollars] 


Obliga- | Unobii- | Estimated oc 
Total | tions, gated, — gated 
program Apr. 30 Apr. 30, siete balance, 
| 1953 1953 _ It me June 30, 
Ju 1953 
| 


Category 


Tanks and combat vehicles $4.8 | $0 
Ammunition ‘ piped 2, 243.2 | , 657. 2 586.0 | 506. 3 
Motor transport vehicles. dala tent , 196 , 196. § 0.0 0. 
WebDOS Bitten tn 8 bade dgde dg ceda deca é 7. 38. 48. 4 | 43. ¢ 
Electronics. - inten 552. : 94. ; 158. 0 83 
Others_... 2.9 | . 47.8 1.‘ 
Materiel total 7,876.7| 7,031. 845. 0 | 634. 5 
Leccuereaes eo oe 314.6 | 225. 3 89.3 42. 2 
raining pads sdume dir enceuumall 33.5 F 15.7 14.4 
4 \dministration 40.6 . 6 1.0 13) C Credit (, 3) 
oh cial 951. 0 692. 4 258. 6 
Programs pending approval. Sm Scan r 26 126. 0 0.0 126. 0 


Grand total 7,314.4 a | 1, 077.0 692. 4 384. 6 


Department of Army—MDAP analysis of fiscal years 1950-53 unobligated 
balances, estimated June 30, 1953 
[Millions of dollars] 
Programs 
pending 
approval 


Approved | 
programs | 


Estimated unobligated, June 30, 1953__...........-- | 258.6 | 126. 0 


Reserved for engineering modifications 0.0 
Obligations in process, expected to be consummated July to September 1953._| 0.0 
Requirements not = in ones stage 119. 1 
GOVE estckcenas > ou 139. 5 


54.4 
71. 
0. 
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Department of the Navy—MDAP obligation of fiscal years 1950-53 funds 


Villions 
of dollars 
fotal program_- a 7 $1. 819.3 
Obligations, April 20, 1953_- 1. 468.1 


Unobligated balance, April 30, 1953 
Estimated obligations, May to June 


Estimated unobligated balance, June 30, 1953 


Vutual defense assistance program, Department of the Navy—Fiscal years 
1950-53 status of programed funds 


[Actual and estimated, in n 


Estimate 
Total obliga- 


Category ul ‘, tions 
© program 


teriel program 

Vessels 

Aircraft 

Other end items 

Repair and rehabilitation 
Development costs 


Total materiel 
Accessorial charges 
raining 
Administration 


Grand total 


Department of the Navy—MDAP analysis of fiscal years 1950-53 unobligated 


balances, estimated June 30, 1958 
Millions 
Approved programs : of dollars 


Estimated unobligated June 30, 1953__ ; ; we toae 
Reserved for engineering modifications__.______ 15. 0 
Obligations in process, expected to be consummated July—Septem- 

ber 1953___- sith cailp inden nail 
Requirements not yet in obligation stage____.____________-__-_-____- ™ 
Savings a scab iiscsndsiatscais ediaiaeadaaae 


CONCEPT OF OBLIGATIONS 
BASIC CONCEPT 


1. Where the order is to be filled from the supplying agency's stocks, the 
order will be recorded as an obligation by the ordering agency. 
2. Each military department acts as both ordering agency and supplying agency. 


OLD RULES, ARMY 


1. Funds are obligated at time supply directives are issued for end items to 
be provided from service stocks. 

2. “Supply directive” is interpreted to mean the approved program document 
showing the items to be furnished from service stocks. 

3. “Service stocks” include equipment in use, if plans for its replacement are 
established, in addition to items in storage. 
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OLD RULES, NAVY 


1. Similar to new ru‘es except for determination as to prompt delivery. 


OLD RULES, AIR FORCE 


1. Funds obligated at time order is issued, without determination as to prompt 
delivery. 


NEW RULES 


1. The order must be firm and complete, i. e.: 

(a) Must request prompt delivery of specific available stock items. 

(b) Must be accepted by supplying agency. 

2. “Available” means items on hand or on order that will be released for 
prompt delivery. 

(a) Excludes items subject to repair, rehabilitation, or renovation at expense 
of the services unless subject to sale on an “as is—where is” basis on which repair 
rehabilitation or renovation will be at customers’ expense. 

(0) Includes items on which repair, rehabilitation, or renovation has been 
completed. 

“Prompt delivery” normally means within 30 to 60 days from date of 
acceptance of the order. 


Department of Defense—M DAP status of expenditures 


{In millions of dollars} 


Ng l l —_—y ] 
Total Army Navy §/Air Force 
Funds earmarked for military assisatnce -| 15, 506. 4 
Funds to be available for Apr. 30, 1953, approved \ 
programs . 15, 229.3 | 8, 265.4 1, 819.3 4,811.4 
Expended Apr. 30, 1953 -.---| 6,195.4 | 3,662.2] 668.8 | 1,618.0 
Estimated expenditures May-June annus 894.7 | 355. 8 | 128. 3 | 390. 4 
Estimated unexpended balance June 30, 1953, for cur- | ‘ | 7 | i 
rently approved programs. - - -| 8,139.2 . 1,022.2 | 2,803.0 


126. 0 





U nexpended balance June 30, 1953, for programs in | 
process of approval 





| ‘ 
Total, unexpended balance June 30, 1953_. . 8, 265. 2 
Funds withheld by OSD Be -| 151.1 








Grand total, unexpended funds earmarked for 
military assistance... .- 
Less savings available for fiscal year 1954 programs. 








Estimated net unexpended balance, June 30, 1953_._. 


Summary: 


Expended April 30, 1953 
Betimated May-Jume ec pORe ii annti eee ecencnemiadacubinnamin 
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Vutual Defense Assistance Program, Department of the Air Force—Fiscal years 
1950-53 status of expenditures, materiel 


{In millions of dollars] 


Estimated | Estimated 

cumulative unexpended 
expendi balance 
tures June June 30 
30, 1953 1953 


— Actual Estimated 
Total expendi- expendi- 
oneees = tures Apr. | tures May- 
progr: 30, 1953 June 


(2) (3) ) 5 (6) 


31 Aireraft, spares and aero equipment_ _| : * 1, 039. 6 ‘ 1, 593.0 
132 Electronic and signal equipment 75.7 3 3 321.4 
333 Ground powered and marine equip- 

ment g 36. 3 3. 85. 1 
34 Weapons 5. 11.5 5.3 68. 6 
35 General equipment 25 f 271.0 
936 Bombs, rockets, and ammunition 121. ¢ 22. 5 225. 
37 Plant expansion and preproduction 5. 41 : 1. 5 84. 
951-2 P.O. L ‘ 1 
974 Training Monee : 20 
81 Repair and rehabilitation excess 53. 31 
984 Construction ( 43 


Total, materiel q f 
Accessorial charges - . ‘ RS 
lraining fi 61 
Administration 21. 19. 


Grand total _- a 7 1, 618.6 


Vutual Defense Assistance Program, Department of the Air Force—Fiscal years 
1950-53 status of expenditures, materiel 


[In millions of dollars} 


| 
} | 
} } 
| 
| 


Estimated | Estimated 
cumulative unexpended 
expendi- balance 
ture June June 30, 

30, 1953 1953 


Actual Estimated 
expendi- expendi- 
| tures Apr. | tures May- 
30, 1953 June 


| ‘Total 
Category approved 
program 


(1) (2) 


Tanks and combat vehicles =) , 504. . 36 ‘ ; , 037 
Ammunition _- | , 243. 3 3: 58. d , 749 
Motor transport vehicles- - .----. | , 196. § y j 5 415. ; 
Weapons 787 2. § 369. : 
Electronics 652. : f ‘ ( 413 
Others be : 402.9 | 225. § 3.6 163. 5 


Total, materiel _ - , 876. 3. ‘ 
Accessorial charges - - } 314. 6 a 8. , 149.0 
Training -. .- 33.5 : 5. 6 83.9 
Administration 40. 6 5 ‘ 13.8 
7 


Total , 265. 4 
Programs pending approval -- - ; 126. 0 , 247.4 
— 126. 0 
Grand total _ __- , 391.4 3, 662. 4 
, 373.4 
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Mutual Defense Assistance Program, Department of the Air Force—Fiscal years 
1950-53 status of expenditures 


{In millions of dollars] 


Estimated | Estimat 

cumulated ,unexpended 
expendi- balance 

tures, June} June 
30, 1953 195 


Actual ex- | Estimated 

penditures,| expendi- 

Apr. 30, (tures, May 
1953 June 


Total ap- 
Category proved 
program 


Material program 
Vessels 
Aircraft 
Other end items 
Repair and rehabilitation 
Development costs 
‘otal materiel 
Accessorial charges 
Training 
Administration 


Grand total 


Department of Defense—MDAP status of expenditures 
[Millions of dollars] 


Funds estimated to be available for military assistance, June 30, 1953__- 
Expenditures through June 30, 1952_._-._-._------- $ 
Expenditures, July 1, 1952, to Apr. 30, 1953___-- 


Unexpended balance, Apr. 30, 1955 es 
Less estimated expenditures, May—June 1953__-_- 


Estimated unexpended balance, June 30, 1953__---_---------~- 
ANALYSIS OF JUNE 30, 1953, UNEXPENDED BALANCE 


Estimated unexpended balance, June 30, 1953 
Savings available for fiscal year 1954 programs_-_-~~~-- 


Estimated unexpended balance, June 30, 1953, against fiscal 
1950-53 requirements 
Training, administration, accessorial charges, and infrastructure___ 
Offshore procurement : 
Navy 


Air F rce 


2.0 


Estimated unexpended balance, June States 
procurement 


Army - 
Navy: 
Ships 
Aircraft 
Other_- 
Air Force: 
Aircraft 
Other 


Unexpended balances 








irs 
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Senator Smiru. These three groups, Navy, Army, and Air Force, 
were all gotten up the same way. They all go together to give us the 
complete picture; isn’t that correct? 

Mr. Hanapy. Yes, sir. We presume that those will be most useful 
to the committee staff in assisting with any kind of a report the com- 
mittee desires, 

Now on the expected unexpended balances, we start off again with 
the fifteen and a half billion which you have appropriated and which 
has been allocated and made available to the Department of Defense, 
and last year we spent $3.2 billion, leaving $12.3 billion unexpended 
carried over into this year. We had spent in this fiscal year 1953 up to 
March 31, $2.7 billion. The services estimate that they will spend 
in this last quarter another $1.2 billion, or a total of $3.9 billion in 
fiscal 1953. 

That will leave $8.4 billion unexpended. 

We subtract from that approximately $400 million, that is an ap- 
proximate figure, as Mr. Wood pointed out a moment ago, and we 
get an estimated unexpended balance on June 30 of $8 billion. 

Now I would like to break that down for you, and then I would 
like to ask you if you have any questions of our service witnesses 
from whom I got all my estimates. 

First from that $8 billion unexpended there should be subtracted 
$300 million to cover reserve for training, administration, packing, 
handling, crating, transportation, and a variety of miscellaneous 
items that have to be reserved. For example, the packing, handling, 
and crating money has to be reserved until the equipment is ready 
to be shipped; transportation bills are slow coming in. We have to 
have it. That would leave $7.7 billion. 

Now, 2 weeks ago I had the privilege of testifying here about the 
























offshore procurement program. If you will recall, by the end of this 
year the contracts outstanding for offshore procurement were esti- 
mated to be $2 billion, and that has to be treated separately and dis- 
tinetly from United States procurement. 

The reasons are these. First, the program has only been under 
way for about 15 months. You will recall that in the last 3 months 
of fiscal 1952 we let about $600 million in contracts and we expect to 
let about a billion and a half this year. The bulk of the latter will 
have been placed in the last 6 months. They are all for hardware 
and such, most all for long lead items. 










LONG LEAD ITEMS 





Now what is a long lead item? The Mystere mark IV fighter is 
a good example. The French have 2 or 3 of those flying now. It has 
taken them at least 2 years from the drawing board to the test pilot’s 
report of flying those airplanes. 

Now they are ready to go into production. The order has been 
placed and most of the administrative redtape has been passed 
through. Now they must get workmen and managers. They must 
get the materials into the plants. They must put the tools in place. 
Some of those tools have to be ordered and won't be delivered for some 
time. 

The jigs, dies, and fixtures will have to be set up. In some cases 
there may have to be plant expansion or changes in floor arrangements 
of factories. 
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Now our best estimates are that the first one of those mark IV 
Mystere fighter interceptors won’t come off the line for us to take 
delivery on for at least a year from now. The last one under the 
contract won’t be delivered until this time in 1956. All of that time the 
factory will be producing. 

We have already obligated this money, by contracts signed by 
Secretary Wilson so there is no question about that, but we will ex 
pend it as work proceeds on those fighters, and we will complete the 
expe nditures when the last one is delivered in April or May of 1956. 

The offshore procurement program then legitimately should be 
subtracted from this $7.7 billion. That would leave $5.7 billion which 
covers procurement in the United States. Now how are we doing on 
that 

The CuarrMan. Do you start with 15 billion? 

Mr. Hatapny. And I have got you down to 5.7 now. 

The Carman. You start with 15 billion, which is the amount 
that has been appropriated to date. 

Mr. Hauapy. Y 


The Crairman. It doesn’t take into consideration anything that 
you are being asked for now. 


es, sir. 


PROCESS OF OBLIGATION AND REOBLIGATION 


Mr. Hatany. That is right, sir. Now the remainder is $5.7 billion. 
As the service witnesses have pointed out, depending on whose rules 
you apply, almost all of it has been obligated legitimately or as much 
as a billion and a half, if you use the new rules, is in the process of 
obligation and reobligation. 

Now, of that amount approximately $2.7 billion in round numbers 
is in the Army under procurement from Army stocks or from new 
manufacturing in the United States. 

Now how is the Army getting the goods? At what rate are they 
getting the goods in dollar terms? I take it the average monthly ex- 
penditure for Army deliveries out of stock and out of procurement 
through January, February, March, and April is around two hundred 
and ten or fifteen million dollars. If they keep that rate of expendi- 
ture up, they have about 12 or 13 months’ working ¢ sapital. 

They have got that much money working, and in process of being 
produced and “delivered, so you could say in general terms they were 
funded with respect to United States procurement for about 13 
months. 

Would you want to comment on that at all, General Russell 
Colonel Corbett? Is that a reasonably accurate statement ! 

General Russert. Yes, Mr. Halaby. 

Mr. Hanany. Thank you. When we come to the Navy, we find that 
they have somewhere around 800 million under procurement or about 
to be placed under procurement in the United States. The bulk of 
that is for ships and aircraft. 

Now there average rate of expenditure is around 45 million, and 
therefore they are funded for deliveries through the next 16 to 20 
months. 

Now why is that such a long time? The answer is quite similar to 
the aircraft production in France, although it won’t take anywhere 
near as long in the United States with respect to aircraft. With re- 
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spect to ship production, it is a similar matter. The contract is let, the 
keel is laid, the materials are brought in, and month after month, 
year after year is required to build a minesweeper that we turn over 
io one of our allies. 

Lead time is again the major problem. 

Would you add to that, Commander Schmeder, any comment you 
care to make on expenditures / 

Commander Scumeper. I think that is a very full explanation of the 
situation. The only thing I could add is a certain amount of progress 
payments are made to the shipbuilders as the shipbuilding progresses. 

However, the final payment has to be deferred for a number of 
months after the ship has actually been completed. I think Mr. 
Halaby has explained it very well, unless you have some questions 
which I might answer. 

The CHatrMan. You agree with the general conclusion, then, that 
of this $8 billion in round figures between the Army, Navy, and Air 
Force, that in a commonly accepted term it has practically all been 
obligated. 

Commander SCHMEDER. 















Yes, sir. 





OR LEGALLY OBLIGATED 





MORALLY, TECHNICALLY, 









The CuarrMan. Probably in a technical bookkeeping term some of 
it has not been obligated. 

Commander Scumeper. Mr, C hairman, I notice that previously you 
used the term “morally obligated.” Actually the obligations that we 
are talking about on these t ables are legal obligations. 

The Cuarrman. What I meant by that was that you placed orders, 
and you have taken the steps to bring about an effective production of 
the articles that you need for defense. 

Commander Scumeper. Yes, sir. 

The Cuarrman. And in many instances you have actually entered 
into a contract. Well, that ought to be obligated certainly. 

Commander Scumeper. Yes, sir. We feel that an order for service 
stocks is in effect a contract between MDAP and the Navy. We don’t 
use the formal contract device for that in the service. It is not 
necessary. . 

Within the Government service if somebody tells us to do somet hing, 
we do it. We don’t require a signed contract, but that is still consid- 
ered a legal obligation, and the General Accounting Office is talking 
about legal obligations. ‘They are the obligations that we report to the 
lreasury Department which are the same ones that we show on these 
reports here. 

The Cuarrman. Now, how much of that was for the Army, 5.7? 

Colonel Corserr. Roughly 2.7. 

The Cuatrman. You had 800 million in the Navy. Now, what con- 
stitutes the balance? 

Mr. Hatasny. The balance is in the Air Force. 

The Cuairman. How much ? 

Mr. Hatapy. There the story is 2.2 billion. These are very round 
figures, to make it simple. 

Most of that money is in aircraft and related parts. Their average 
expenditure during the first 4 months of this year, this calendar year, 
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is around 100 million. Ninety-four million is the figure I have. At 
that rate they are financed for deliveries through the next 20 to 24 
months. They expect, I believe, that rate to increase. 

Again it is lead time, and I would like to ask Colonel Boylan and 
anyone of the officers with him to comment with respect to Air Force 
expenditures and the unexpended balances. 


AIR FORCE EXPENDITURES AND UNEXPENDED BALANCES 


Colonel Boyzan. My Chairman, my only comment for the record is 
that we will produce in the United States during fiscal 1954 aircraft 
numbering around 1,027 of all types. We will produce after June 
30 of 1954, 1,388. 

Now, offshore, as Mr. Halaby has stated, 1 aircraft is produced in 
about the next 12 months. The bulk of them, 851, will be produced 
after June 30 of 1954, accounting for lead time of approximately 22 
to 24 months. 

Mr. Hatasy. Just to sum up, then, on unexpended funds, we do 
have a substantial unexpended balance anticipated at the end of this 
fiscal year, but when you go into it and break it down, about 300 
million for necessary charges that have to be reserved, 2 billion fo: 
offshore procurement, which is handled in a special way and requires 
special consideration, and then you break the remaining $5.7 billion 
down by Army, Navy, and Air and compare it with the current rate 
of expenditures reported by the three services, you can see that we 
have got working capital that will keep these funds at work and this 
equipment coming off the lines for somewhere between 10 and 24 
months. 

RATIO OF UNOBLIGATED TO UNEXPENDED AMOUNTS 


Now to get back to Senator Ferguson’s line of questioning this 
morning, to give you a comparison with our own Department of 
Defense appropr iation, there would be about 6 or 7 billion unobligated 
on June 30 of those funds, and there will be about 60 to 65 billion 
unexpended. So that the ratio of unobligated to unexpended in our 
case and in their case is similar. 

There is nothing unusual or irregular or queer about having this 
much working capital. It compares, I believe, with a lot of large 
corporations. It certainly compares with any program of this dura- 
tion and magnitude, and in our opinion is a reasonable amount of 
working capital. 

DELIVERY SCHEDULE 


The deliveries haven’t come as fast as anticipated because of the 
Korean War, because of production difficulties, including strikes and 
other delays, because of the buildup of our own United States forces, 
which in some categories have priority over certain allied forces. 

It has been delayed because of design changes and delays in pro- 
curement, and this big $2 billion portion for offshore procurement is 
a new element that is “working well and is worth while, but has taken 
time, and it has only been under w ay for about 15 months. 
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ESTIMATED AIR FORCE EXPENDITURES 


The CHatrman. As planned, how much overall money will you 
spend in the next 12 months? By “spend,” I mean expend or pay 
out for Air? 

Mr. Marasy. The total amount for all three services is currently 
estimated to be about 5 billion during fiscal 1954. Now that breaks 
down by Army about two and a half billion. I haven’t got those 
figures right at hand, sir. I will gather them if you will give me 
just a moment. 
~ Colonel Gatnanr. You want them just for air, Senator Wiley ? 

The CHatrman. Why don’t you come over here and let me get 
from you whatever you have on paper. 

Colonel Gattant. We had expended about $720 million as of June 
30, 1952. We anticipate we will spend an additional : 1.3 billion by 
June 30, 1953, and in fiscal year 1954 we now contemplate on the basis 
of anticipated delivery of aircraft and auxiliary equipment we will 
spend about $1.4 billion, a little in excess of our expenditures in 1953. 

Mr. Havasy. This $5 billion is broken down roughly as follows: 
$2.5 billion for Army, $1.4 billion for Air Force, $665 million for 
Navy, fiscal year 1954, $660 million. 

We have in addition to those three service figures the infrastructure 
administration and all other, It totals about a half billion for infra- 
structure, packing, handling, crating, and transportation, training, 
and miscellaneous charges that are authorized by the Congress and 
chargeable to these appropriations. 

Now, we give you that estimate with all humility and with a lot of 
hope, but it is the best we could give you as of today as to what we 
expect to spend during the succeeding 12 months of fiscal 1954. 

The Cuarrman. You are talking now about mutual defense, aren’t 
you ¢ 
Mr. Hatasy. Yes, sir; only mutual defense. It is only the military 
portion of the mutual security program. 

The Cuatrman. My question again comes back, Is it possible to get 
the overall amount that you expect to spend overall for the Air Force. 
That is mutual defense. That is our own defense in this year and 
next year. 

In other words, I am trying to see if there isn’t some justification 
for the position that many people take, that according to these figures, 
the Air Force is going to have unexpended $17 billion as of the 30th 
of June. Since you can only spend a given amount, $10 billion in 
the year, then it seems to me that is a tremendously large amount of 
money to spend for the Air Force. You have still got $7 billion un- 
expended a year from now. 


ESTIMATING OVERALL EXPENDITURES 


Mr. Hatasy. Well, sir, depending on the level of mobilization of 
the United States and the pressure the President and the Congress 
puts on us, we could spend more than $5 billion, but our current esti- 
mates which have been discussed in the National Security Council 
with the President, are that for the mutual defense assistance por- 
tion, the military portion of the mutual-security program, we will 







































738 MUTUAL SECURITY ACT OF 1953 


spend $5 billion. Now, that is considerably more than we are asking 
in new money. 

The Cuarman. I realize that. 

Mr. Harasy. Because after these savings are applied, the request 
for $4 billion plus new money for military assistance will drop back 
to $3.7, something like that, and if you will give us that, we will spend 
$5 billion and there will be a net of $1.3 billion more expended tha: an 
appropriated, and we will be working off this unexpended balan 
that causes so much concern. 


BUDGET AND TREASURY REGULATIONS 


Commander Scumeper. May I add one word? I think perhaps the 
fact that the Budget and Treasury regulations governing the handling 
of appropriations permit the expenditure of funds for 2 full years 
after the end of the obligation period, I think that is indicative of a 
lot of foresight on the ps art of the people that wrote those regulations, 
and I think that it fits the situation. 

It was anticipated by the people who wrote the law that it was going 
to take up to 2 years to spend money after it had been obligated, o 
2 years after the end of the fiscal year for which the funds were ona 
propriated. 

That is true of the general day-to-day business of any of the Gov 
ernment agencies, inc Tuding the Army, Navy, and Air Force, and 
when you get into something like this Mutual Defense Assistance Pro- 
gram Ww ith the tremendous number of long lead time items, it becomes 
even more important. 

Mr. Halaby says 10 to 24 months. Well, by the end of the full 24 
months we will have a lot expended and we will try to accelerate the 
expenditures as fast as possible. We don’t want our creditors scream- 
ing for money, but at the same time we can’t pay them until they pro- 
duce. There are laws that say that you will not pay a dealer until he 
has met certain of the contractual qualifications that he has to meet, 
to get paid. 

The CHarrman. Of course, while you are spending your $5.8, or 
whatever your figure may be, we are spending here something like 
$40 to $50 billion. IT am trying to see the relation between the two 
because of the tremendous feeling in the country that you are cutting 
the Air Force and damaging defense. 

IT am trying to find out is there anyone here who can throw any 
light on that overall subject. While it doesn’t relate primarily to 
MDA, it has its correlative value anyway because, as I say, if the 
figures I gave you this afternoon are correct, you have $17 billion left 
on June 30 unobligated in the Air Force. 

How much can you spend total overall for Air in a year, and how 
much, then, should you appropriate this year, bearing in mind the 
tremendous tax burden and the budget. 

Mr. Harasy. We are the wrong witnesses on that subject, Mr. 
Chairman. 

The Cramman. I know, but you are not without ideas. You people 
should give us your opinions, even if you are the wrong witnesses, as 
you say, because you recognize the situation in the world today as well 
as we do, and you recognize the condition this countr y is in and that 
the world is in. 
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[f you don’t want it on the record, very well. 
Mr. Havasy. Mr. Chairman, could we go off the record and discuss 
this question generally? We want you to be fully informed but we 
are not responsible for Air Force appropriations and we would not 
want to mislead the committee or the public with incomplete or 
inaccurate data. 

The CHarrMan. Yes. 
(Discussion off the record.) 





PROCUREMENT APPROPRIATIONS 








Mr. O'Hara. The appropriations for procurement in the Mutual 
Defense Assistance Program—and I think this should be brought out, 
Senator, because it bears on some of the discussion off the record— 
are made on the basis of an annual appropriation, but the authority in 

that act also provides that they are available under the same authori- 

ties as appropriations made for the same purpose to the agencies for 

which they are allocated, and the procurement appropriations for the 
Department of Defense which are available for procurement for these 
very long lead time items, are available until expended. 

For aircraft, for example, in some types of complicated aire raft 
there is over 5 years’ time from the first contract until the completion 
of payment and delivery of the aircraft. 

The Cuamrman. Well, I think that fact is something to consider, but 
when the inform: ition was on the 30th of June or the Ist of July that 
there was $17 billion unobligated in the Air Force, at least, caused me 
to pause. Now, the next thing is to get definite informsrtion as to 
whether those figures include contemplated appropriations to be made 
this calendar year for 1954. 

Mr. O’Hara. That figure is about the estimated total sbligational 
authority that would be available under the current budget, available 
for the fiscal year 1954, and combining the new Department of the 
Air Force budget for obligational authority with the uncbligated bal- 
ance, and their total is $15.7 billion. Of this, $4 billion is unobligated, 
and $11.7 billion is new authority requested. 

The CratrmMan. Do you take the Truman budget or the other 
budget ? 

Mr. O'Hara. The budget I refer to is that before the Congress right 
now—the present President’s budget. 

(Discussion off the record.) 

The Crarrman. I think you have made a clarifying explanation, 
sir. Perhaps we have been journeying far afield these last few mo- 


ments. Is there something else you wish to tell us? 








CONCLUDING REMARKS 


Mr. Hauasy. Only this, sir. The figures I have given you, the data 
have come from the 3 services who are responsible for carrying out 
these programs, and I would, with your permission, like to give each 
of the 3 service representatives an opportunity to make any further 
statement he would like to make. 

Colonel Boylan, do you have anything more to add to the record? 
Colonel Boynan. I have nothing, sir. 
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Mr. Harasy. We can make available any further documentation 
you want. We will, with your permission, put it in the record if it 
serves to clarify. 

General Russell or Colonel Corbett, do you have anything further 
to add? 

General Russe.u. No, sir. 

Colonel Cornerr. No, sir. 

Mr. Hanasy. Could I just pick up one thing? This morning Sena 
tor Ferguson asked me wis those three missing tanks which he read 
about in the paper. There was a UP news story the day before yes 
terday that three American tanks on maneuvers or a training m 
sing near the Czechoslovak border went over the hill. 

We have checked with Army, and Colonel Hardenbergh of Army 
will give you a report on that. 

Colonel Harpensercu. This report comes, Mr. Chairman, fron 
the UP news service: 

European headquarters of United States today— 
that is May 24— 
denies report that three M-47 Patton tanks were missing in the border area. 

Senator Smrru. Denies the report? 

Colonel Harpenserau. Yes, sir. 

The European headquarters made this statement that was quoted in 
this news release : 

Army issued this statement: “We have checked every United States Army 


unit in West Germany. There are no tanks missing and there have been no 
tanks missing.” 


The Cuarrman. Are there no tanks missing? 


Colonel Harpensereu. That’s right. 

The Cuarrman. That’s good. I am glad they said no tanks. 

Mr. Haxasy. I might ask Commander Schmeder if he has anything 
further to add. 

Commander Scumeper. No, sir. 


LETTER REVEALING REDUCTION IN AMOUNT REQUESTED 


The Cuarrman. I now have the letter that tells us about the reduc- 
tions in the amount requested. Are there any comments you want to 
make on it? You have probably seen it. 

Mr. Hatasy. I haven’t seen that one, sir. I saw a previous draft of 
it last night. 

In substance, it says that as a result of very vigorous screening, re- 
screening by these very capable officers who have been here with you 
today, we in the military, those of us in the Department of Defense 
have found what we consider to be legitimate savings on the order of 
375 million in the Mutual Defense Assistance appropriations which 
you have provided us over the last 4 years. 

I might just say that instead of holding back those savings or hiding 
them or otherwise not revealing them to you, we have given you our 
best information. We believe these are legitimate savings, and we 
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will continue to be as candid and as frank with you as we can. We 
would like for you to share with us the credit for finding these savings. 

The CHarrMan. Well, I have nothing but kind words for all of 
you. The fact that you could save something like $400 million should 
be a spur that you do better, of course. 

I think there is an obligation upon all of us who are more or less 
trustees to recognize our responsibilities regarding Government 
stability, and the stability of the American dollar, in which our 
freedom is very intrinsically involved. 

All right, gentlemen, we thank you. 

If there is nothing else, the hearing is adjourned. 

(Whereupon, at 3: 30 p. m., the committee adjourned.) 








MUTUAL SECURITY ACT OF 1954 


FRIDAY, MAY 29, 1953 


Unrrep Srates SENATE, 
CoMMITTEE ON Foreign RELATIONS, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:05 a. m., in the Old 
Supreme Court Chamber, United States Capitol, Senator Alexander 
Wiley (chairman) presiding. 

Present: Senators Wiley (chairman), Knowland, and Mansfield. 

Also present: C. Tyler Wood, Deputy to the Director for Mutual 
Security; George W. Lawson, Jr., Budget Director, and William 
J. Shepp: »ard, Assistant Director of Administration, MSA. 

The CHarrMan. Mr. Francis, will you take the stand, please? 

All right, Mr. Francis, if you will take one of those seats, and call 
any of the other gentlemen to sit next to you, because we will let 
you each make a brief statement, and after that there will probably 
be some questions. 

Mr. Francis. Yes, sir. 


STATEMENT OF CLARENCE FRANCIS, CHAIRMAN OF THE BOARD, 
GENERAL FOODS CORP.; TASK FORCE COORDINATOR, MSP 
EVALUATION PROJECT 


OVERALL EVALUATION REPORT 


The CuHarrMan. You may proceed in your own way; just tell us 
what you want to in relation to this program. As I understand it 
you were coordinator of the team which reported on March 24. You 
made a report, and the points therein were agreed to by all the mem- 
bers. Is that substantially right? 

Mr. Francis. Yes; in this overall report. 

The Cuarmman. Yes. Among other things I think there was a 
recommendation on page 3 that “further financial aid for economic 
purposes should be reduced substantially for the next year and gen- 
erally discontinued by June 1954.” 

You said you thought there might be some exceptions in the Far 
East. Do you want to comment on that? 

Mr. Francis. Yes, sir. Senator, I tried to anticipate, of course, 
some of your questions. Your first one rather floored me. 

The Carman. Do you have a statement you want to make? 

Mr. Francis. No; I have not, sir; I have no statement. We were 
asked to come dow n, and I presumed it would be that you had certain 
inquiries. I shall be very glad indeed to say or make comment on it. 


743 
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In the first place, I would like to suggest that the individual country) 
reports receive the attention of your committee. Included therein are 
some very important recommendations. I am sorry that all of ow 
chairmen are not here—short notice prevented it. 

I was responsible for the overall report, and included in this overal] 
report are the 35 or 36 recommendations agreed to by all. 

Now, may I ask you for a little guidance, sir? 1 could talk ver) 

easily on this for an hour—if you will ask me to point up particular 
sian of it, I shall be very glad indeed to do it. A little directio 
from you would be helpful, sir. 

The CuarrmMan. Well, we were told by Governor Stassen that there 
was a general agreement as to the conclusions arrived at in the bill 
that was submitted; you were generally in favor of that, is that 
correct ? 

Mr. Francts. Yes, sir. Maybe this would be helpful, to say that 
it was the opinion of our group that the original Marshall plan had 
fulfilled its objectives in improving the economic conditions of the 
country, in improving them militarily, and in creating a will to fight. 

We believed the very success of that undertaking created a new 
set of conditions so that we, when we went over there, went in the ful! 
belief in the general principles of economic and military help, and a 
unity of purpose, and we felt that we went over to preserve rather than 
to scuttle a system. 

We came to some rather major conclusions. One was that we felt 
that the renewed conditions indicating a very definite reduction in 
the economic function indicated the advisability of the liquidation of 
the Mutual Security Agency and the transfer of the remaining 
portions of it to the State Department. 


We were of the opinion that with our country playing an increas- 


ingly important role in the world, that our State Department should 
be built up rather than supplemented by. The administration has 
seen fit to rule otherwise on that, and we must, of course, bow to their 
judgment. 

COUNTERPART SYSTEM 


We made another very definite recommendation that the counter- 
part system, as such, be eliminated. We felt that it was funda- 
mentally and psychologically wrong and, therefore, should be stopped 
completely. That recommendation has not been followed, although 
very definite provisions have been taken to fortify it and to eliminate 
some of the evils therein. 


POSSIBLE REDUCTION IN ECONOMIC AID 


We felt that certain countries had quite definitely reached an 
economic development which indicated that there was no longer any 
need of economic aid, and to a very large degree, the offshore procure- 
ment program would provide them with dollars which would help 
at least in their dollar balance. 

Consequently, we did, as a general provision, indicate our belief that 
we could substantially reduce economic aid during this fiscal year, 
leading almost toward its entire elimination next year, with the cer- 
tain exceptions of those countries where the defense program was so 
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eat as to make it virtually impossible for the countries to carry on 
on 1 thelt own; that is what we indicated. 


UNITED STATES REPRESENTATIVES ABROAD 


Now, I can go on from that point to many others. We have some 
very definite feelings that we have not been speaking with the unity 
that should exist in the 1 respective countries. We make a very definite 
recommendation that our Ambassador be the one spokesman in the 
country, and that all other organizations there pertaining to our 
operations be under his guidance and under his direction and under 
his responsibility. 

We had an interesting experience, for instance, in France, where 
we were told by a high official that sitting right where we were, 1 par- 
ticular time on 1 single subject, were 5 American Ambassadors, 4 of 
whom were resident in Paris. 

When I asked him the question as to which one was to be recognized, 
he answered, “Obviously, the man who would serve our interests best 
at a particular time.” It was a perfectly natural question, and any 
one of us would have answered that way in all honesty. 

We had other expressions from high officials saying, “You know, 
when you are doing major things you get big men; when you get 
minor operations you get small men. Small men cause trouble. We 
are having lots of trouble.” 

That was typical of the operation, but I do not want that to be taken 
as any offense to individuals. I think we have a lot of very loyal, 
honest workers over there, and everything that we have brought to Mr. 
Stassen’s attention seems to have been well received. If you will per- 
mit me, I am going to divert to a rather unique experience which we 
all had. 


COUNTRY TEAM RECOMMENDATIONS 


Mr. Stassen had his research department take out every single 
recommendation or important suggestion made by every country team. 
When we met with them he handed those to them and said, “Is this 
truly your recommendation?” and then he took recommendation after 
recommendation for disposition, good or bad. It is a very unique 
experience, 

We did not always agree, but nevertheless it was a fine show of 
action, and we had a very definite feeling that we had had a fine hear- 
ing, and the overall result of it, I think, 1s going to be good. 

1 am going to close—I could talk indefinitely —by saying that we 
believe, I believe, these other gentlemen, of course, can speak ‘for them- 
selves, and we have had no meeting on it; I believe that the report, as 
I have seen it, the recommendations on budget, do reflect the general 
recommendations in that they do reduce the economic help, and they do 
change the emphasis from Europe to the Far East. We could not, of 
course, endorse any specific actual recommendation for any country. 


TEAM LEADERS 


The Cratrman. Well, undoubtedly we will want to question you 
personally. I thought at this time, in view of the fact that the team 
leaders of the delegations to Germany, Italy, and Turkey are here, 
that you might very well introduce them. 
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Mr. Francis. Good. 

Senator Mansrrevp. Mr. Chairman, I do not mind their being intro- 
duced, but I would like to ask some questions of Mr. Francis, since he 
was chief of the combined missions. 

The Cuatrman. Yes. I intend to proceed that way, but I thought 
they should be introduced at this time, if that is agreeable with the 
committee here. 

Will you tell us who your distinguished colleagues are? 

Mr. Francts. Yes; I will be very glad, indeed, to. 

Mr. Frederick C. Crawford, of the Thompson Products Co., of 
Cleveland, was head of the Italian team; Mr. Brelsford, of the Thomp- 
son Products Co., was an associate. Won’t you gentlemen stand up 
so that they can see you ? 

Mr. Francis. Mr. Brelsford was with the Italian team with Mr. 
Crawford. 

Then there is Mr. Reuben Robertson, in charge of the German team. 
This is Mr. John Scott, in charge of the Turkish team. 

The Cuairman. Would you mind telling their background for the 
record ? 

Mr. Francis. Mr. Robertson is with the Champion Paper Co., and 
Mr. John Scott is with the Corn Products Refining Co. 


ACTIONS PLANNED AS A RESULT OF EVALUATION TEAM RECOMMENDATIONS 
The Cuatrman. Now, we have before us a paper entitled “Actions 
Planned as a Result of Evaluation Team Recommendations.” Have 


you seen this? 
Mr. Francts. No. 


The Cuarrman. See that they get copies of this. This apparently 
comes from Mr. Stassen’s office; is that right? 

Dr. Witcox. Yes. 

The CHarrman. You will note that it says “Actions planned as a 
result of evaluation team recommendations.” At the beginning there 
is “Organization,” and under that— 


(a) Separate operating functions of Director for Mutual Security from his 
coordinating functions; (b) transfer operating functions to Department of State 
and liquidate Mutual Security Agency; (c) reorganize Department of State 

Then, under 2: 

Liquidate functions of special representative in Europe except for representa 
tion of United States in international organizations. 

3. Ambassador in each country to be chief United States representative and all 
other United States representatives should report to him. 

1. Reduce number of Ambassadors in Paris. 

Mr. Francis. Yes, sir. 

‘ty ¥ . . 

Che CHarrMAn (continuing) : 

5. Study governmental information services with view to consolidation and 
curtailment. 

Mr. Francis. Yes. 

The CHarrmMan. Now, as far as the organization is concerned, did 
the team agree substantially on those items? 

Mr. Francis. Oh, yes, sir. I think I have covered most of these in 
my preliminary statement. 
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The Cuatrman. Yes, I think you did, sir. 
Mr. Francis. Yes, sir. 
The Cuatrman. Now we come to personnel. 


1. There should be substantial reductions in personnel. 

2. Discontinuance or transfer of personnel due to recommended changes in 
function or organization. : 

3. Cuts to reflect actions taken under 1 and 2 above, plus specific country 
recommendations. - 

Did the group that you led agree substantially to those items? 

Mr. Francis. We agreed to the broad principle, sir, but not the 
specific amounts. I think you will get much more information from 
these gentlemen as to whether they agree in their respective areas than 
I could give you, sir. 


COUNTERPART FUNDS 


The Cuarrman. Yes. Well, in your testimony you made some state- 
ment in relation to counterpart funds. You stated that the counter- 
part system should be abolished in the future. We know how that 
operates. When we give economic aid, we give it to the Government, 
and the Government then sells the goods to ) the people in the country 
and deposits the local currency counterpart in a special account. We 
control 10 percent entirely, and we have — control over 90 percent. 

For instance, if we give government X $500 million in economic 
aid, the government then would deposit the equivalent of $500 million 
in its own currency in a special account. That created what was 

called counterpart, and 90 percent of $500 million would be $450 
million in French franes. 

Mr. Francis. Yes, sir. 

The Cuatrrman. Ten percent would be in our total control. 

Mr. Francis. Yes, sir. 

The CuarrMan. $450 million could then be reinvested or utilized 
in France for building up the economy of that country or in some 
instances in the past it might even have been used to help balance the 
budget. 

Now, you said that it should be abolished. 

Mr. Francis. Yes, sir. 

The CHarrman. In view of the fact that you are reducing the 
economic aid anyway, it would naturally reduce any counterpart 
funds that would be available; but how would you handle any eco- 
nomic aid ? 

Mr. Francis. Well, we would take it on the specific project and 
pass and assign money for that specific purpose. Let us assume that 
there was $100 million, and $90 million left on your formula. At 
the present time the French Government and our Government would 
decide how to use that particular money. If our people decided 
negatively the first time on the use of that money, the next time the 
French would put in something on which we would say, “Yes,” and 
that. would be absorbed by their own budget. It permits all kinds 
of jockeying around with that operation as contrasted with using 
the $90 million, if that is what we intend to give them, on a specific 
object which we believe would be very definitely helpful to us in 
our defense program, and budgeting our 10 percent the same as we 
would budget any operation for administrative purposes. 
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The Cuarrman. Well, I think in one of the recommendations you 
used language “stop trying to operate the economies of our countries.” 
That language was used. 

Mr. Francis. Very definitely. 

The Cuarrman. In other words, I gain from your words now that 
you want us to go in and develop—— 

Mr. Francis. Oh, no, quite on the contrary, sir. I think when 
we have a part in how the money is paid, we automatically get in there 
and tell them exactly how we are going to spend it. That is one of 
the effects of the counterpart funds. Whereas, if you get into a 
regular project for a dam or for an agricultural project or for trans 
portation, whatever the thing may be, of a major nature, you have 
approved of the general plan with a specific amount of money for 
that purpose. 

The Cuatrman. Then there will not be counterpart funds available ’ 

Mr. Francis. No, sir. 

The CHarrman. Under the old system it would be used by the 
Government itself anyway. 

Mr. Francis. No, sir; there would be the same amount of money 
available, but appropriated in an entirely different way. We believe 
this would be much more to the interest of the main program. 

The Cuarrman. You said the foreign-aid funds should be limited 
to direct military aid, and economic aid should be given only where it 
could be directly related to defense, and given in the form of loans 
instead of grants. 

Mr. Francis. Yes. 

The CHatrrMan,. Senator Knowland? 

Senator Knowanp. I have no questions at this time. 

The CuHarrMan. Senator Mansfield ¢ 


POSSIBLE FATE OF MSA 


Senator MansrFietp. Mr. Francis, do you think that the MSA pro- 
gram is an important facet in the foreign policy of this country ¢ 

Mr. Francis. Very definitely, sir. 

Senator Mansrietp. Who do you think should direct the foreign 
policy of this country ‘ 

Mr. Francis. The Secretary of State. 

Senator MANsFieLp. What do you think should be done with the 
MSA as an organization? Should it be made independent or should 
it be incorporated in the State Department ? 

Mr. Francis. We think it should be liquidated, and whatever eco- 
nomic portions there may be should be handled by the State Depart- 
ment. We made the recommendation that an Under Secretary of 
State be appointed in charge of economic affairs, who would rank 
the equal of the political Under Secretary in order to have a man of 
high enough rank to attract the proper kind of people. 

We felt that the Secretary of State, in making policy decisions, 
must have the economic, the military, the financial aid and, therefore, 
it would be advisable to have them all within the one Department. 

Senator MansFietp. Mr. Francis, do you think it is possible to dif- 
ferentiate in the administration of foreign policy by setting up a 
policymaking branch on the one hand and an operational branch on 
the other, or do you think they should be combined ? 
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Mr. Francis. We very definitely believe that they should be com- 
bined. That was our recommendation. 

In our business we would call the organization which you have just 
described as the alternative, a brotherly- love type of organization, 
which might be made to work so long as everyone got along, but it is 
not a real ‘sound structure. 

Senator MANsFreLp. You are aware of the fact, are you not, that 
under the legislation setting up the Mutual Security Agency, there 
sa termination date to June 30, 1954? 

Mr. Francts. I was not altogether familiar with the law, sir. 

Senator MANnsFIELD. Well, there is that date. 

Mr. Francis. All right. 

Senator MansrreLD. Would it be your recommendation and that 
of your group that by June 30, 1954, the present activities of MSA, 
as an independent agency, be terminated, and from that time onward 
any duties which ordinarily would be in connection with such an 
agency be transferred to the State Department ? 

Mr. Francs. I cannot speak for the group. That is a question 
on a specific date which has not been discussed. I think I must fall 
back on the general recommendation that we think this is the time, 
or that the time has come, or is very closely here whereby the transfer 
should be made. 

Senator MANsFIELD. I see. 

In that way can you env isage, a better administration of our foreign 
policy, a saving of money, and # reduction of personnel ? 

Mr. Francis. That would be our thought, sir; yes. 

Senator MansrteLp. Did your group, as a whole, recommend the 
abolition of the office of the special representative in Europe? 

Mr. Francis. Not completely. We wanted them separated from 
the so-called MSA operations, but we believed it is quite essential be- 
cause of the multilateral operations there. 

Senator MansrieLp. I see. In other words, there should be a repre- 
sentative there with a greatly reduced staff who would be an ambassa- 
dor but primarily to the North Atlantic Treaty Council. 

Mr. Francts. Yes, sir; definitely. 

Senator Mansrrevp. Did your organizations see any evidence of a 
decrease in personnel since the first of the year in these countries that 
you visited ¢ 

Mr. Francis. You say did we see, or do we have knowledge of ? 

Senator Mansrtexp. That is right. 

Mr. Francis. We have been advised quite definitely that there have 
been reductions since we have gotten home. We have been given this 
information in very specific ways, so that my belief, Senator, is that 
there have been reductions. 

Senator Mansrte.p. I see. 

Do you believe also that the number of excess ambassadors and 
ininisters attached to the MSA, with this one exception, should be 
reduced ? 

Mr. Francts. Yes, sir. 

Senator Mansrretp. Do you believe that the full authority should 
be in the hands of the ambassador to the country concerned ? 

Mr. Francis. By all means; one spokesman. 

Senator Mansrrevp. Go ahead. 


83902—53-———-48 
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Mr. Francis. One spokesman for the country. 

Senator MaNnsrieLp. This idea of a captain of a country team does 
not seem to work out very well in practice because there are too many 
captains. 

Mr. Francis. Senator, I am sure you mean this, as do I, that there 
is positively no refiection here on the individuals. 

Senator Mansrrenp. None at all. 

Mr. Francis. We are talking systems. 

Senator MaNnsrtevp. That is right. 

Mr. Francis. Because we have some fine men operating over there. 

Senator MANsrteLp. I agree with you. 

Mr. Francis. Mr. Draper and his staff are excellent, and the people 
in the group in every country are good people. There is positively 
no personal reflection, 1 would like to make that clear. 


PERSONNEL 


Senator Mansrtevp. I agree with you, and I agree with all you 
recommendations that we have discussed thus far this mor ning. 

I asked for some figures on the number of personnel employed in 
Europe, and I find that the SRE office in Paris—that is, the special 
representative for Europe—had 1,156 e mployees in June 1952 and in 
April of this year it had 1,266 employees. This is a gain of some 110. 

I find there was a total of 3,133 employed in the MS A countries in 
June 1952 and in April 1953 there was a total of 3,189—or 6 more 
than were employed in June of last year. 

I find also that the number of milit: ary personnel attached to the 
military program in the NATO countries in 1950 was 3,101. In 
April 1953 there was a total of 11,721. 

I think we ought to be able to deduct the 5,027 attached to SHAPE, 
leaving in June of this year 6,566 outside of of SHAPE. 

With reference to attachés—Air Force, Navy, and Army—the 
Army, in 1950, had 152 in these countries. Today they have 163. 
The Navy had 261 in 1950; today they have 430. The Air Force had 
145 in 1950, and today 193. The totals are 558 for 1950, and 786 for 
April 1953. 

With reference to the military advisory assistance groups, the so- 

called MAAG groups, there were 1,025 in 1950; today there are 1,895. 

Now, to me that indicates that in both the civ ilian and military per- 
sonnel attached to this particular program there has not been the 
decrease which we have been led to believe would take place, unless 
my figures are wrong. Instead, by April 1953, we had a decided in- 
crease over the amount in force last June. 

Do you have any comments on that, Mr. Francis? 

Mr. Francis. I do not mean to be facetious, Mr. Senator, but the 
figures which you have listed there are referred to in Europe as the 
great American invasion. 

I am frankly surprised at your figures. If I had had to take an oath 
as to my honest belief, I would have said that there must have been 
cuts because I had been advised that this 25 percent cut had been 
ordered, and I was very definitely of the opinion that something had 
been done. Iam very positively of the opinion that something must 
be done. We have too many people doing too many things, and too 
many of them of a small nature. 
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I am startled, sir, at your figures—excuse me, the economic ones. 
We cannot pass on the military budget, and we do not attempt to. 

Senator Mansriep. Mr. Francis, I m: iy have interpreted these fig- 
ures wrongly. When the MSA representatives come before us again 
I will, of course, give them a chance to correct me if I am wrong. 

Mr. Francis. Yes, sir. 

Senator Mansrieip. However, these are the totals that I arrived at, 
on the basis of figures which I requested, and they were furnished to 
me by MSA. I feel that 1 must be misinterpreting these figures, and 
that there is an explanation. But on the basis of the figures I have, 
these are the results, and they are a surprise to me. 

Mr. Francis. I like to think your figures are wrong, sir. 

Senator Mansrretp. I like to think so, too; and, of course, we will 
get them corrected, if I am wrong. 

Mr. Francis. Yes, sir. 

The CruarrMan. Have you the figures as of the beginning of 1953 ¢ 

Senator Mansrretp. Yes; I have. 

The CuatrMan. If those figures show that, and then show the last 
information you gave us, that would be very definite. However, I un- 
derstand no cutting took place until the new administration went into 
power. There was not any during the last part of last year. 

Mr. Francis. When I was there ‘n March I was very definitely ad- 
vised, “We are going to do this and this and this.” 


REDUCTION IN FORCE 


Senator KNownanp. Mr. Chairman, in view of the figures that have 
been read, I would like the chairman to forthwith invite representa- 


tives of the Mutual Security Agency to come before this committee 

so that we can get the facts and figures as of January 1 of this year, 

and the figures as of April. Of course, if we jump around on dates 
we get varying interpretations of figures. But my recollection was 

that steps had been taken to make a reduction. I eens that the 

reduction had not only been ordered, but had actually been accom- 
plished. 

If that has not been done, I certainly would be very shocked and 
very disturbed because I had drawn the conclusion from prior testi- 
mony that reductions had taken place. I think, so that there can be 
no misinterpretation of the facts or figures, that the matter should 
not go over until next week but that informaion should be made avail- 
able to us today, if possible this morning. If this is not possible, I 
think we should have a committee meeting this afternoon so that the 
morning papers will have the full facts. 

Senator Mansrievp. Mr. Chairman, I agree with the Senator from 
California, because I am disturbed. My information, too, has been 
that there has been a reduction. But, on the basis of these figures 
which were furnished me, I am at a loss as to what to think. I would 
suggest, so that this matter may be brought to a head so far as the 
civilian element of MSA is concerned, that we ask Colonel Wood 
correct these figures I have given, if I am wrong. 

The Cuatrman. Have you the information, Colonel ? 

Mr. Woop. Mr. Chairman, I regret I did not bring my figures with 
me, but we can produce an expert on the subject this morning or this 
afternoon. 














MUTUAL SECURITY ACT 





OF 1953 
The Cuarrman. Tell him to appear. 


Mr. Woop. Would you like to have him this morning ? 

The Crarman. Yes. 

Senator Knowianp. Forthwith. 

The CrHatrrman. Any more questions? 

Senator Mansrrevp. That is all, Mr. Chairman. 

The Cuatrman. Now, sir, unless you have some more testimony 
will you bring on some of the other gentlemen. 


Mr. Francis. No, sir; I have not. I am just here to answer ques- 
tions. 







UNITED STATES AGENCIES ABROAD 







The Cuatrman. I might say, according to the report on page 10, 
there was this statement : 












We believe that a careful study of the necessity for so many United States 
agencies abroad should be undertaken. In Paris there are 49 different agencies 
mostly military, employing a total of 4,749 people— 

that is part of what you call the American invasion. 

Mr. Francis. Yes, sir. 

The Cuatrman. You also made the recommendation that “all gov- 
ernmental information services should be studied with a view to con 
solidation and curtailment.” 

Mr. Francis. We are unanimous in the opinion that all of the 
information services of the Government should be studied. We felt 
that they were conflicting in areas, and that they lacked coordination. 

The CrHareman. I notice. you also recommended that the so-called 
Benton and Moody amendments, totaling $100 million for fiscal 1954, 
should be repealed. These amendments encourage unnecesary spend 
ing on the part of United States agencies, and they should be repealed. 
Do you know what that applies to? 

Mr. Francs. Yes, quite definitely, sir. 

The Cuarrman. Will you be a little more specific, sir? 

Mr. Francts. I feel that our comments there are not directed to- 
ward the provisions, but the use of them in foreign countries. 

For instance, we found considerable pressure in England to take, as 
I recall it, $8 million for that particular purpose. We found in France 
$30 million had been set aside, and that the French Government had 
been advised, “Here are $15 million that you can have, if and when 
you agree to live up to the provisions of this bill.” The French seem- 
ingly did not care to live up to the bill. 

Tn another instance, in the report, when we said, “Why did you take 
this money when you needed it for other purposes,” they said, “I didn’t 
ask for it; I was asked to take it.” 

We found a varying degree of emphasis on that, and we found 
people so interpreting it that they were coming into conflict with the 
prescribed rules and regulations and laws and customs of countries, 
and we felt they were doing much more harm than good. 

The Cuatrman. If I understand your last statement, some of the 
people handling the funds worked on the theory that they had to 

spend it. 

Mr. Francis. When I asked the question, “May I get out of my 
role as chairman and be a citizen, and ask just why this pressure?” 
They said, “Why, from Congress.” 
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The Cuamman. From Congress? 

Mr. Francis. Yes, sir. 

Senator Mansrietp. How did Congress put the pressure on ? 

Mr. F — is. 1 merely a to you, Senator. I went back and 
| said, “I do not understand it.” “The conversation went a little 
beyond that point, sir, but I think it would be unwise to follow it 
any more how. 


CHARACTER OF UNITED STATES PERSONNEL ABROAD 


The Crairman. Did you see any other instances, outside of this 
so-called fund under the Benton-Moody amendments, where our rep 
resentatives abroad were carelessly or negligently disposing of funds? 

Mr. Francis. Mr. Senator, I am glad you asked that question, 
because it compels me to make the honest statement that 1 believe 
we have good, loyal, conscientious citizens working there. We thought 

that they were misdirected, and misguided at different points, but we 
are not questioning the integrity or “the character of the indiv iduals, 
Frankly, we were surprised at the absolute minimum of wrongdoing. 

I think that in all the countries we found two minor instances. 
Maybe we were naive, but these are pretty practical businessmen 
who went over there, and they were there for a long period. I think 
that you might well ask them that question. 

What I have been saying here, sir, is the reflection of the work of 
these committees. They are the men who are entitled to the credit 
for this investigation. I was merely the overseer. 


DISPOSAL OF ECONOMIC AID TO EUROPEAN NATIONS 


The CHairMan. Well, we will be a little more specific with some 
of these gentlemen as to their respective countries. However, all of 
you arrived at a general conclusion that, by and large, economic aid 
should be disposed of very soon, and any aid in the future should be 
in the nature of offshore procurement. I presume you arrived at that 
conclusion because you saw—and I want to be sure about this—that 
the industrial life of the Nation had so recovered since the war that 
you felt there was really no real need for economic aid. Is that it? 

Mr. Francis. Primarily, sir, in the European nations. I think we 
must make a clear distinction of the Far East. 

The Cuamman. Yes; I had in mind Europe. 

Mr. Francis. Yes; I think we ought to be very sure of that. There 
are at least two European countries where the military features are so 
vitally important that, perhaps, special economic treatment is 
advisable. 

The Cuarrman. Yes. All right. 

Senator Mansfield? 

Senator Mansrrenp. Mr. Francis; I do not think you and your 
group were naive at all and I think you came back with some sound 
recommendations. I do not agree with all of them, but on the whole 
| think you have done a very good and worthwhile job. 

I would like to ask one question, though. Senator Sparkman, a 
member of this committee, is not here, but I noticed the representative 
of the United Kingdom group has recommended that the Sparkman 
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amendment and the investment guaranty program be discontinued. 
Do you have an explanation or would you prefer that we get it from 
the United Kingdom group through correspondence ¢ 

Mr. Francs. I do not think I can speak intelligently on that, sir. 
I am sorry, Mr. Prentis is in England for the coronation. 

I tried to get Mr. Foye to come, and could not, on such short notice, 
but I am sure they will be very glad to come or answer your question 
by telephone or writing. 

Senator MansrreLtp. Thank you very much. 

The CuHarrman. All right. Frederick C. Crawford, president, 
Thompson Products Co., Inc., Cleveland, Ohio. Were you the team 
leader of the group which went to Italy ? 


STATEMENT OF FREDERICK C. CRAWFORD, PRESIDENT, THOMPSON 
PRODUCTS, INC., TEAM LEADER, MSA EVALUATION PROJECT, 
ITALY; ACCOMPANIED BY ERNEST CARHARTT BRELSFORD, AS- 
SISTANT TREASURER, THOMPSON PRODUCTS, INC., MEMBER OF 
TEAM 


Mr. Crawrorp. Yes, sir. 

The CuHarrMan. We were privileged to meet you last year at Bern. 

Mr. Crawrorp. Yes, sir. 

The Cuairman. I notice on page 1 of the Italian report that there is 
a summary of the principal recommendations made, based upon the 
findings and conclusions stated in the report. Perhaps you would 
like to read that and give us the basis for furthering questioning. 
If this is not agreeable to you, you may proceed in your own way. 

Mr. Crawrorp. Yes; Mr. Chairman. 

I might make a brief statement that comes to mind as I have been 
sitting here. My team had accountants, financial and military, a mili- 
tary officer, and three businessmen. 

We tried to get at the bottom of the problems in Italy. We have 
spent something over 31% billion dollars in Italy. I would like to pre- 
sent two points of view, leading up to our recommendation : One—— 

The Cratrman. I want to make it plain that you did not spend 
that. 


ITALY’S ECONOMY 


Mr. Crawrorp. No, but it was partly my money, sir. In fact, they 
wanted to know why another mission was in Italy, and we said this is 
the first time you have had a taxpayer’s committee over here. 

When the war ended, Italy was bankrupt fiscally, materially, men- 
tally, and morally. It is a very extraordinary thing that a winning 
nation poured the money in and clothed, fed, and took care of a losing 
nation. We can be very proud of that. 

Today Italy is 40 percent better off than she has been in 2,000 years, 
due to the liberal spending of our money. 

However, on the other hand, to a production or a businessman, look- 
ing at the fundamentals, that money has produced very little basic 
improvement. We started out to check unemployment. Unemploy- 
ment is just as bad now as after the war. 

We started out to eliminate the Communist vote. The Communist 
vote has increased in the 5 years from 1948 to date. We will know in 
a week where it is now. 
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We hoped to improve the productivity of the nation so that she could 
stand on her own feet and compete. The productivity has increased 
very little during this period. In other words, our expenditures have 
been much like those in the thirties in America, where we gave aid and 
help to people, but no real fundamental basic economic improvement. 

The economy in Italy of 50 million people, produces only $16 billion 
of wealth. That is her basic trouble, because it 1s actually less than 
$300 per person. In America it is some ten to twenty times that. 

Now, there are reasons why Italy’s economy has not basically im- 
proved. By basically, I mean their ability to compete in the world. 
Over half the business of Italy is owned by the government—it is the 
most socialized nation other than Russia. That is a hand-down from 
Mussolini. That great mass of business is all in red ink, and badly 
managed, 

The remaining industries are monopolies, and they want itso. This 
makes competition impossible. 

The taxes are all upon the productive hour—making cost of pro- 
duction high, but wages to the workers very low. 

Corruption follows this situation. It: uly needs private know-how 
and private capital, which always flows toward undeveloped resources 
and toward cheap labor, but it is not allowed to in the case of Italy. 

‘or these reasons we are of the opinion that no amount of money 
spent in Italy as aid will have any permanent improvement upon het 
economy. She has to correct internal restrictions on erddubdion, 


Therefore, we recommend that a new appraisal of our objective in 
Italy be made, and we will discover that we have gone as far as we 
can in giving economic aid to a nation. 

The new objective we find is purely military: Do in Italy what is 


required for the defense of Americ: 
ITALY’S DOLLAR SHORTAGE AND INTERNAL BUDGET 


Now, I would like to speak just a minute about the Italian problem at 
this moment. Italy has, so far as her treasury is concerned, two 
problems: One, her internal budget, which is out of balance $900 mil- 
lion lira; second, her dollar shortage, which is her purchases from us. 

This year probably there will be no dollar shortage in Italy. The 
vast amounts we have given her have made up the dollar gap and today 
vast military spending is making up the dollar gap. 

We are pouring two or three hundred million dollars into Italy 
every year for vegetables and food and bases in support of our Navy 
and our military, and that dollar payment is taking care of the gap. 

The treasurer of Italy, who has made a briliant stand to make his 
money sound, one of the outstanding things in Italy, wants to balance 
his internal budget. He wants our counterpart funds to balance his 
budget. 

No nation succeeds in balancing the budget with all the social things 
they have got in theirs, so today you have a conflict between the 
Americans and the Italians. The Italians want dollar aid for the sole 
purpose or one purpose, of creating counterpart funds to balance the 
internal budget. 

When we left Italy there were $40 million more to go to Italy. To 
get that money Italy must purchase something from America to sell 
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to an Italian. This will, in turn, create counterpart funds. They 
could not think of what to buy with the $40 million. 

When we left it had not yet been decided, but the treasurer had al- 
ready put the $40 million or counterpart into the balancing of his in- 
ternal budget in lira. We found there was an argument between MSA 
and the treasurer of Italy to the effect that, if and when they spent the 
$40 million, got their dollar aid, and cre: ated the counterpart funds, 
would the American MSA please stop thinking of new ways to spend 
counterpart funds, and let the treasurer have this for his interna] 
budget. That gives you the picture as we saw it when we left Italy. 


COUNTERPART FUNDS 


At this point, let me speak of the counterpart funds. All over 
Europe the statement is made, “Let’s spend them; they don’t cost 
anything.” 

Now, in a sense, by sending the dollars to Italy in the form of ma- 
chinery, wheat, or copper, or whatever is bought in America and paid 
by the American taxpayer, the counterpart fund is created. If we do 
not spend them, Italy will spend them, and all over Italy we heard 
“They don’t cost anything; therefore, let’s think up ways to spend 
them.” 

That has resulted in the growth of a large American organization 
going into every minute detail of the Italian internal budget, its 
projects, its dams, and expenditures, and we found that $6,768,000 
were allocated, of counterpart funds, to be spent in Somaliland in try- 
ing to catch some natives there so that they could be deloused and up- 
lifted. That, we thought was wholly out of place, and should be 
canceled. 

Now, I would like to suggest why we made these recommendations. 

Senator Mansrretp. May I ask a quesion there? You mentioned 
Somaliland. What has that got to do with Italian MSA ? 

Mr. CrawrorD. Somaliland is a protectorate of Italy. [t was give: 
to Italy for a 10-year period, 5 or 6 of which have passed. It is a 
barren country down on the Red Sea, with a population living as they 
lived for 2,000 years; but to find ways to spend this counterpart fund 
is very intriguing to the American group there, and that was one of 
the projects that seemed good. 

We recommended that money be spent on powder since the ammuni 
tion shortage in Italy is very great. 


RESULTS OF BENTON-MOODY AND SPARKMAN AMENDMENTS 


Let me touch on the Benton-Moody amendment. Congress pro 
vided that $100 million of counterpart funds should be spent to pro 
mote free enterprise. We found the MSA group unable to think 
up ways to spend that money. 

They took the position that it is provided in the law; and to do 
their duty they must spend $20 million of it. 

They were going into factories, and had labor leaders trying to or 
ganize independent unions. There were more activities mixing in the 
di: iily life of the Italians, all trying to spend this fund. 

We were stumped. We could not suggest to our MSA group how 
to spend $20 million of Moody funds in ‘the promotion of free enter- 
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prise. The money could be loaned to small business, with the pro- 
vision that small business agree to certain labor conditions—that they 
would never lay anybody off, 1 raise wages, and put in profit sharing. 
[his was interfering with the internal regulations of labor and man- 
agement, and not a good friendly nz:tion promotion. 

We recommended that it all be cut out as wholly impractical. 

The Sparkman amendment provides for small-business men’s com- 
mittees. We found MSA burdened already with things to do that are 
mixed up in the internal economy of Italy, and we recommended that 
that be discontinued. 

The largest group of Americans in MSA were consumed with the 
enton-Moody amendment expenditure and the technical aid, and 
another group was running all over Italy. In my opinion as a manu- 
facturer, they were accomplishing absolutely nothing beneficial to 
defense or the immediate economic situation in Italy. 

The CuamrMan. Does that apply to technical aid, too? 

Mr. Crawrorp. Yes. There is just one way to improve the output in 
a factory, and that is to have the boss want it done. If he wants it 
done, he gets it done. But in a country of monopoly and restricted 
output, no money we can spend on labor unions will improve that in 
any Way, so we recommended those be discontinued. 

Now, you have a picture of the economy, the uselessness of further 
aid to Italy, the contest between balancing the internal budget which 
will take some sacrifice on their part, and the creation of dollars 
for the import of American goods. You get that picture. 


MILITARY AID TO ITALY 


We recommended that aid to Italy in the future be purely military, 
and that the goal, the measuring stick, be to spend that money which 
will improve and strengthen the defense of America, through its 
Allies. 

The CHarMan. Will that create any counterpart funds in any way ? 

Mr. Crawrorp. No. The military expenditure is for food, supplies, 
bases, rent, homes, and all the things that go to maintain forces in 
Italy, and the expenditures we recommend for military ammunition 
and those things in Italy. The Italians must supply labor and mate- 
rial to fulfill the delivery, and hence there are no counterpart funds. 
The counterpart ceases to be when the aid ceases to be continued as 
economic aid. 

Speaking of the military purchases, we were extremely interested 
in the fact that extraordinarily large funds will be spent in these 
countries. We felt the military expenditure was first dictated not. by 
defense but by another way to aid Italy. We think that military 
spending should be purely for military purposes and not for aid 
purposes. 

We had begun to spend money—$96 million went into ammunition 
in Italy—that was good. Germany destroyed the ammunition fac- 
tories. Italy—and all Europe—should have the ability to produce 
some ammunition for the first attack that might come. There is very 
little in all of Italy. 

We are buying boats in Italy. The Italians are pretty good ship- 
builders. Their costs are high due to the Communist union, ‘but we are 
buying small ships there, and that has been successful. 
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We did, however, look askance at a program to buy aircraft and 
aircraft parts in Italy. A large amount of money has been set aside 
to purchase aircraft parts in Italy. They will be built in plants with 
Communist labor; they will take our latest designs to Italy, which 
we thought unwise. They will probably have ‘strikes the minute 
trouble comes, and, second, we do not. get our dollars’ worth. 

We estimated the building of spare parts for 1 American engine 
in Italy would cost 6 times as much as it would to make those parts 
in America and ship them over here. 

The Cuatrman. Six hundred percent more ? 

Mr. Crawrorp. Yes, because it involves the elaborate tooling of 
parts that are quickly obsoleted, and the tooling will exceed by a con- 
siderable sum the value of the parts produced. 

Aircraft is extremely complicated in its productive process. Every- 
thing is obsoleted so quickly that to tool Italy up for an expensive 
project like that would be tremendously expensive, and yield little 
result. 

We recommended that our military spending in Italy be on the sup- 
port of troops, small arms, foot soldiers, trucks, and buses. We would 
buy those things that Italy can make, and make well, and make 
efficiently. 

The Italians will equip a foot soldier for less than a third of the 
cost of America’s equipping a foot soldier. 

Therefore, it seemed sensible that buying the soldier’s equipment 
and his food and his small arms and his trucks and his buses and all 
the paraphernalia that go with truck soldiers, would be a wise ex- 
penditure in Italy as contrasted with the tremendous expense of tool- 
ing up for latest airplane models which will be obsolete before they 


are delivered 3 or 4 years away. That is pointed out in our report. 


SUMMARY OF ITALIAN REPORT 


That gives you a brief summary, sir, of our recommendations: First, 
discontinue all aid because aid will no longer help Italy basically. 
Second, spend whatever our military advisers tell us we should spend 
for bases in Italy, to strengthen America’s defense. 

Purchase in Italy in offshore purchasing, those items that Italy 
is equipped to m: ike, that strengthen her economy and leave her strong 
rather than leaving her with an enormous and unused aircraft 
industry. 

I might point out that if Italy uses the planes we are giving her, 
simply in training, the cost of that operation will exceed her total 
budget for defense, including Army, Navy, Air Force, and Marines. 
This shows how expensive it is to operate that type of equipment, 
modern aircraft is so quickly obsoleted and expensive to operate. 
That gives you a brief summary of our recommendations. 

The liquidation of MSA, which tends to grow because it has done 
too many things, entered into too many det rails, and has entered too 
much into the private life of Italy—without accomplishing any 
permanent improvement in the basic restrictions on production— 
would save a great deal of money. 
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ITALY’S NATURAL RESOURCES 


The CuarrMANn. Can anything be done by increasing the food pro- 
duction of Italy? 

Mr. Crawrorp. A great deal, sir. Italy might be a food exporting 
nation instead of an importing nation. 

Down around Foggia is a great valley that raises wheat and other 
products. The valley is dry from June on; there is no rain. There 
was a mere suggestion that they dig a well. They said in 49 B. C. they 
dug a well and it was dry. But finally an American dug a well, and 
got limitless water. Now Italy is punching wells at little cost up and 
down the valley, and that alone will revolutionize the food supply of 
Italy. 

It has taken them 2,000 years to get the gumption to do that. It is 
a very Inexpensive thing; it is an internal thing, it is a matter of 
labor, and Italy has an excess of labor. 

I would like to mention other things. We think of Italy without 
resources. You will be surprised to know that Italy has a great gas 
field right beneath her. The gas field is not under the mountains, 
it is right under the factories in the cities. It was discovered 6 or 7 
years ago by Standard Oil, Shell, and others, and the oil companies 
say that there is oil in Italy. That gas field would give Italy the 
advantage over all the nations in Europe, and would bring the acetates 
and the carbon blacks to where there is cheap gas. 

American capital would like to go in there. As soon as it was dis- 
covered, the Italians nationalized the field. One protest from Amer- 
ica and there would not have been any nationalizing of the field. But 
in nationalizing the field, private capital and know-how has been pre- 
vented from coming in to pipe that gas all over Europe to give her a 
modern fuel system. Because the nationalized industry set the price 
of gas equivalent to that of very high-priced coal, nobody changes 
their burners and very little use is made of the gas. 

Italy has a great potential gas field—unused. That is the evil of 
Government ownership and nationalization right under our noses. 

In our aid to Italy, too much of it has gone to Government-owned 
industry. When we began sending aid to Italy, half the steel in- 
dustry in Italy was privately owned. Now three-quarters is Govern- 
ment owned, and one-quarter privately owned. 

As a production man, I look to Italy’s basic troubles, which are 
Government ownership, bad management, monopoly, corruption, and 
a very bad tax system. This prevents capital and know-how, from 
coming in. It would flow in there, given any chance at all. 

The Cuarrman. It seems to me from this picture you have drawn 
that what the Italian Government needs is an American team of 
know-how, with the thought that the Government should also see 
the advisability of opening up avenues for outside capital to come in. 

You have given me, at least, a new picture. With this tremen- 
dous increase in population that they get every year, there is appar- 
ently still hope if they would just turn their backs on their yester- 
years and start anew. 

Mr. Crawrorp. Sir, Italy has one great resource, its people. They 
are fine farmers and they are fine technicians and fine workmen, when 
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given half a chance. But Italy does not use its manpower. Mon- 
opoly , Government control, and other bad policies such as taxation— 
which is 85 percent on the backs of the workers and on the productive 
hour—prevent Italy’s recovery. 

Italy can produce 8 million tons of coal a year. She produces 
1 million. 

The Government owns the mines. The output is four-tenths of a 
ton per day per worker. England is a ton and one-eighth; America 
is 6 tons, and the United States Steel will start in next year with 50 
tons per day per worker—Italy is four-tenths. 

Why can’t you change that? Not while the Government owns a 
mines, and those workers are voters, sir. That is the tragedy « 


Italy. 


RESULT 


The Cuarrman. Well, we do not want to interfere, but of course, 
we are interfering when we give them the money. When you and 
your teams were over there, did you speak straight from the shoulde: 
to the men you talked to? Did you tell them what to do? 

Mr. Crawrorp. Yes, sir. Many a businessman said to me that, 
“America had a great chance when we were down and out and needed 
your help, to say to Italy, ‘It is a two-way street. You do this and 
we will do that. You do that first.’” That is the way the Germans 
dealt with the Italians. We might have put give-and-get together, 
and it would have helped the situation. 

Sir, our policy was to give and ask nothing. At no time did we 
request anything of Italy. That is the greatest failure of our aid 
program to Italy in the last 5 years, sir. 

The CuatrmMan. I might say that recently I have talked with 
businessmen from Italy, who confirmed very much what you say now, 
and they are concerned lest the remaining section of business will also 
be taken over by Government. 

Mr. Crawrorp, Yes; and in our aid program we rather aided that, 
sir. 

The CuarrmMan. We have blindly gone in and added fuel to a fire 
that should have been put out. 

Mr. Crawrorp. Yes. 

The Cuatrman. You have said that they could increase their food 
production so that they would be self-sustaining, and would not have 
to import. You said that they could be an exporting nation in coal. 

Mr. Crawrorp. Not in coal, sir; they use more coal than they could 
mine if they were mining it efficiently. 

The Crarrman. If they used their gas and oil, they could export 
coal. 

Mr. Crawrorp. That is right. 

The Carman. Have they any fisheries? 

Mr. Crawrorp. Any what? 

The CHarrman. Any fisheries. 

Mr, Crawrorp. Oh, yes. They live a great deal on fish. That could 
be further developed. 

They have bauxite enough to supply aluminum for all of Europe 
if they develop it; also zine and lead. The reason those products 
are not developed is that foreign capital and know-how cannot get 
a hold in Italy. 
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The Government owns all the banks and interest rates are very 
high. Banking is the most expensive in the world. Topheavy over- 
heads in the banks are due to the monopoly. 

I know five companies that would build a factory in Italy tomorrow 
if they were allowed to, but they cannot get permits. They run into 
this Government ownership, this restriction, this monopoly, which 

the way business seems to want it in Italy. That is the tragedy of 

Italy, and the tragedy is that our aid could not have been used to 
break some of that loose, sir. 

However, we have done a job, and Italy is 40 percent better off. 
lhe people are clothed, and we built 344 million homes for them. It 
was a magnificent piece of generous char ity that America extended 

Italy. But the time has come now, I think, when further expendi- 
ture will make very little difference in the economy. 


COMMUNISTS IN ITALY 


The CuairMan. Just one other question before I call on my asso- 
ciates. What is your own appraisement of the Communist situation 
in Italy? I have talked to those.in Government, and have their 
opinions. 

Mr. Crawrorp, I meant to speak of the political situation. 

When we were there we found that the election was coming, that 
de ( petal center party was in a great deal of trouble. 

There are a number of parties, as you know. He won the election 
of 1948 probably not because of American he ‘Ip—I question whether 
aside money wins an election. 1 am worried about this one, sir. 

The Monarchists and the Fascists of the right voted with de Gasperi 
agaipat the Communists, and that won the election of 1948. They 

eft their parties and joined in with him. 

Now, de Gasperi is very worried this time about the Monarchists 
and the Fascists. They are growing stronger, and will vote their own 
parties and leave the center party weak. Hence there is a bill which 
has been put through, with which you are familiar, which states if 
the center party, plus two or three splinter parties, gets 51 percent 
of the popular vote, they shall have 67 percent of the Assembly and 
make a strong government. 

The Italians were appealing to Americans when we were there to 
do anything to win votes, announce that “you will take in 200,000 
immigrants.” That is popular in Italy. “ Announce that you are 
going to make big gifts to Italy.” You may have noticed the other 
day that we had just granted $22 million of Moody-Benton funds to 
italy just before the election, to create a favorable political situation, 
supposedly. 

Now, as to the Communist vote: In 1948 it was 31 percent of the 
popular vote. Last year in the minor elections it was 36 percent. 
However, we are told that is not a fair comparison because a major 
election cannot be compared to a minor city election or minor city 
elections. 

However, in Italy the Communist Party has only 50,000 hard-core 
Communists who are concerned at all with Russia. The rest of the 
million and a half or more Communist votes are simply the poor people 
of Italy protesting against taxes, government monopoly, and all the 
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things I have talked about. They seem to have no place to go except 
to the Communist Party, which poses as the poor man’s party. 

A great many of those men are loyal Italians, good farmers and 
good workmen, but they are against the Government, and that is 
where they go, where their voting is. It is a tragedy that there is 
not a minority party in Italy for those people to join, but there does 
not seem to be. 

All up through Umbria and Tuscany the people are not poor people. 
Poverty is not the cause of the Communist vote in Italy. The poorest 
sections are not strong Communist sections. The higher-paid indus 
trial centers where the unions are Communist are where the strong 
Communist vote is, but up through Tuscany and Umbria the people 
have voted against the Government for 2,700 years. 

They joined Hannibal against Rome, and they joined the Huns 
against Rome. They are against it, and my sympathies are with 
them. Today they are against the tax collector, the Government, the 
regulation, and so forth. They are not Communists in the sense that 
we call the people Communists. They are just against the Govern 
ment. 

Now, that vote is very large in Italy, and that is the vote that the 
Social Democratic Party fears. 

Many businessmen of Italy told me that the election is in the bag, 
and that Americans have been frightened about it. That helped to 
get dollars for Italy. 

Other businessmen have told me that it will be close, but there is 
no question about losing it to the Communist Party. Those are 
observations I made in traveling around Italy. 

The Crarman. Is it your opinion, gathered from those with whom 
you were in contact that, in case of a break—a third world war—there 
is only a small percentage of the alleged Communists, the Italian 
Communists, that would line up with the Kremlin? 

Mr. Crawrorp. About 50,000 hard core would start sabotaging and 
striking. The present Italian Government is prepared to act quickly 
and take care of them. “They have a fine police force and it is on our 
side. De Gasperi has proved himself a statesman in that way, and I 
believe that after the first strike and sabotage has taken place, Italy 
will settle down and be on our side. 


ITALIAN ARMY 


The CHatrMAN. How about the army; did you see it? 

Mr. Crawrorp. Yes. I was up in the Dolomites when maneuvers 
were there, and to an American they do not look much at the present 
time because they have no equipment. We favor anything we can do 
to strengthen the Italian Army, its training and its equipment. 

The Cuatrman, Is there anything further you want to tell us? 

Mr. Crawrorp. Sir, I think that gives a br ief summar y of our find- 
ings in Italy. 

The CHatrMan. You have an associate who accompanied you. Does 
he wish to testify ? 

Mr. Crawrorp. I have with me our assistant treasurer, who con- 
fined his time mostly to a study of the money affairs. Is there any- 
thing you would like to add, Mr. Brelsford ? 

The Cuamman. Did he come back with you? 
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Mr. CRAWFORD. ets he went with me and came back with me. 

Mr. BretsForp. I do not think, Senator, there is anything I would 
add. I would prefer to give our time to the other teams represented 
here today to get t another country’s point of view. 

The CHatrman. All right, sir. 

We will call on Mr. John W. Scott, Corn Products Refining Co. 


Where is your home? 


STATEMENT OF JOHN W. SCOTT, JR., COMPTROLLER, CORN PROD- 
UCTS REFINING CO., TEAM LEADER, MSA EVALUATION PROJECT, 
TURKEY 


Mr. Scorr. I live in New Jersey. 

The CHarmman. How much time did you spend in Turkey on this 
mission ¢ 

Mr. Scorr. One month. 

The CHarrMAN. Carry on in your own way, if you will, and tell 
us your reactions and conclusions. 

Mr. Scorr. My conclusions as regards Turkey fairly closely paral- 
leled what Mr. Crawford said about Italy. The one essential dif- 
ference is that there is no apparent danger of communism in Turkey 
They are very much opposed to the Communists. They are very 
openly and, I think, really friendly to the United States and most 
cooperative and, as a matter of fact, more belligerent maybe than we 
are. 

SUMMARY OF EVALUATION REPORT ON TURKEY 


With that short preface, I would like to read this. It will take 5 
minutes or so, and I believe will summarize what we have to say 

I am sure that all the members of this mission feel as I do, that it 
was a privilege to serve on one of the MSA evaluation teams. 

All of us are quite conscious of our limitations, of the short period 
of time at our disposal, and our lack of knowledge of the processes of 
government. 

This realization on our part made it quite obvious that many con- 
clusions which we might reach would be based on insufficient evidence, 
und that action in line with our recommendations could not neces- 
sarily be expected. 

Nothing was left undone by the Mutual Security Agency in Wash- 

ngton nor by the missions in Turkey to give us access to all informa- 
tion and full opportunity to develop our opinions. 

The chiefs of the diplomatic, military, and Mutual Security mis- 

ons in Turkey extended to us every courtesy, and gave us a full 
measure of their valuable time to discuss with them all phases of the 
Mutual Security Program. 

We believe that this information, coupled with that supplied by the 

taff of the Director for Mutual Security, permitted us to make as 
thorough a review of the program as possible under the cireumstances 

Unfortunately, but perhaps understandably, we were not given suf- 
ficient opportunity to review the proposed program for the fiscal year 
1954 in detail nor to discuss it with the Mutual Security Agency staff 
in Washington. 

[ say “understandably” because I fully realize the pressure of work 
under which the Washington staff is operating, and the many calls 
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upon their time. This leaves me in some doubt as to just what the 
new program calls for. I must, therefore, confine my comments to 
some extent to a reiteration of points brought out in our team report 
which may have been more fully dealt w ith ina legislative or admii 
istrative sense than is now apparent to me. 

In making the following comments, I must use the first person singu- 
lar since I have not had the opportunity to discuss them with the 
other members of the Turkish evaluation team. 


ORGANIZATION OF MSA 


It was strongly recommended in the overall report which I signed 
as chairman of the Turkish team, succeeding Mr. Morris Sayre, who 
died in Turkey, that the Mutual Security Agency be more closely co 
ordinated with the Department of State. This seemed desirable to us 
at the country level in Turkey, and while I believe that steps are being 
taken toward this end, I am somewhat doubtful that they go fa: 
enough. 

The high caliber of the chiefs of all three American missions 
Turkey did much to provide that coordination by mere force of per 
sonality which should have been achieved by closer integration of the 
organizations involved. No doubt the different conditions of service 
under which the members of the various staffs operate make integra 
tion difficult but not, I believe, impossible. 


FORM OF AID TO TURKEY 


It seemed to me that the theory under which the counterpart is 
generated and disbursed is a faulty one. The clever fiction of the 
double-duty dollar has given rise to friction between the America 
and local agencies, and to a certain amount of meddling by Americans 
in the domestic affairs of Turkey. 

It seems to me that if our aid is in the form of direct dollar procure 
ment, then disposition of any funds received by the Turkish Govern 
ment as a result of the sale of the equipment procured is of conce: 
to us only indirectly. 

If our aid is in the form of Turkish currency received as a result 
of the sale of dollar-procured material, then it is of concern only to 
us. 1 believe that the best way out of this dilemma is the reductio1 
to the very minimum of counterpart generating procurement. Direct 
procurement aid should, of course, be granted in respect to purely 
military requirements. The same is true of grants-in-aid to ver) 
closely connected defense support, such as arsenals. 

Any economic aid granted to reinforce the Turkish economy, wit! 
the thought that this « economy may eventually be able to support wu: 
assisted the defense program, should be in the form of loans agains! 
bankable projects. 

We must recognize, of course, that the International Bank and the 
Export-Import Bank are agencies formed for the purpose of making 
such loans. By their basic character, however, they are not in a 
position to take the risks nor to investigate the extent which is de 
sirable in a more generous support of the "Turkish ec onomy. 

The probability of a closure of the gap in the Turkish balance of 
payments in United States dollars is not great, at least for some time 
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tocome. It is probable, however, that Turkish exports of grain and 
other materials will create and maintain a favorable balance of pay- 
ments in soft currencies. 

Consequently, if some form of bank could be organized through 
which dollar procurement would pass a loan payable in soft cur- 
rencies, a situation would be created whereby funds would be made 
available during periods of ‘Turkish prosper ity which could be used 
for American aid to less fortunate countries where the balance of 
payments was unfavorable. 

To prevent such an arrangement from being unduly burdensome to 
Turkey, a percentage limit could be placed upon the extent to which 
a favorable overall “balance of payments in Turkey was made avail- 
able for repayment of loans. In brief, what I am suggesting is a sort 
of bank which would bear the same relation to the European pay- 
ments union as a central bank does to a central clearinghouse. 


EXTENT OF AID TO TURKEY 


The proposed allotment of economic aid to Turkey appears to me 
somewhat in excess of what is required. I am not familiar with the 
details of the program, so this conclusion may be in error. 

[ understand, however, that a large part of this appropriation 
would go toward support of Turkish agriculture. This is apparently a 
praise worthy objective insofar as it supplies facilities for the storage 
and shipment of grain. 

The production of wheat has increased tremendously and has 
reached a point where the surplus cannot be exported with existing 
facilities. 

L believe, however, that excessive stimulation of wheat production, 
and even wheat exports, while apparently beneficial for the short term, 
could be harmful to the Turkish economy should it some day be forced 
to rely upon itself entirely. 

It was my opinion, and also that of the Mutual Security Agency 
staff in Turkey, that the practice of purchasing transportation for 
American personnel, automobiles for use of the various missions, and 
other items imported by Turkey, especially those calling for dollar 
exchange, is wasteful and should be changed. 

This “policy results in our paying excessive prices, to the profit in 
many cases of individuals or corporations, for dollar-procured goods 
and services, which tend to increase the dollar gap, while, on the other 
hand, we are forced to close the dollar gap. This waste of funds does 
not involve billions nor even millions of dollars in Turkey, but it is of 
sufficient importance, in my opinion, to merit the attention of your 
committee. 

Military aid is, by far, the most important feature of the program 
in Turkey, and is discussed at some length in my report. It would not 
be proper to comment on this subject “here otherwise than to repeat 
that we have the utmost confidence in thie ability of the American mil- 
itary staff in Turkey to assess defense requirements, and believe that 
their recommendations as to procurement should be followed. 

I take the liberty of reiterating the statements made in our report 
that all uncommitted appropriations under the Benton- Moody amend- 
ments should be withdrawn and no further appropriations made. 

33902—53-—49 
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ACCOUNTING AND CON TROL 


Accounting and control is my last point, gentlemen. At the ris 
of overemphasizing the statements alre: uly “made in our report, | 
must again point out that the absence of comprehensive statements o{ 
expenditures, and the lack of unified accounting, cannot fail to han 
per the judgment and operations of the chiefs of misisons. The con 
troller’s field of activities should be extended and his responsibility 
shouid be increased. He should be guided by a carefully prepared 
manual of procedures rather than by numerous and, at times, cor 
flicting directives from Washington and Paris. 


DEATH OF MR. MORRIS SAYRE 


The Carman. I noticed in your report you said that the sud- 
den death of the leader, Mr. Frederick Morris Sayre, left all men 
bers with a deep sense of personal loss, and it detracted greatly fro 
the effectiveness of the survey. 

Your leader at that time, prior to his death, was Morris Sayre’ 

Mr. Scorr. Yes, sir. 

The CuatrmMan. We, of course, join you in that statement. 

Mr. Scorr. Thank you. 

The Cuarrman. Your overall statement succinctly says that you fee! 
there is no danger of communism in Turkey. 

Mr. Scorr. Yes, sir. 

The Cuairman. You recommend that the MSA in Turkey be plac: 
directly under the American Ambassador, and that so far as MSA in 
Turkey is concerned, the function of the responsibility of the specia! 
representative in Europe be withdrawn. 

Mr. Scorr. Yes, sir. 

The CuarrMan. You agree with others in that? 

Mr. Scorr. Yes, sir. 


INFORMATION PROGRAM IN TURKEY 


The Crarrman. I noticed, too, that you recommend no further MSA 
aid be allotted for the purpose of the information service except for 
audiovisual aid, which could be charged to appropriate technical 
assistance programs. Did you want to say something in particular 
about a information service? 

Mr. Scorr. Yes, sir; Senator. We found that the United States 
Information Service in Turkey was one office. One person reported 
to USIS under the State Department, and his assistant reported to 
MSA. MSA counterpart funds were being used along with United 
States Information Service funds. It did not make much sense. It 
should be one or the other, and preferably to our way of thinking, 
under the United States Information Service. 


EFFECTIVENESS OF AID TO TURKEY 


The Cuarrman. You say, by and large, American aid has been used 
to good effect to increase productivity and stimulate export ? 

Mr. Scorr. Very much, sir. 

The Cuarrman, While there have been some mistakes, no important 
criticism was made either as to the type of the project or the program. 
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Did you find the leaders of the Turkish people very friendly and 
cooperative in your work there ¢ 

Mr. Scorr. Very much so, but there was friction, though it was not 
too important, in the disposition of counterpart. Nobody quite knew 
whose money it was and that was the only source of friction I saw. 

The Cuairman. What did you find out about the effectiveness of 
the military program there? 

Mr. Scorr. The Turks are very good soldiers. Everyone serves 2 
years in the army, and that means everyone. The spirit and the 
morale are excellent. There is considerable doubt as to the possibility 
of rapid mechanization due to lack of mechanical training at the 
lower level and due to the short term of service. There are very few 
reenlistments, practically none. 

The Cuairman. Do you find that our aid in the agricultural direc- 
tion is really appreciated among the farm sections and really helpful 
in increasing production 

Mr. Scorr. There is no question about it. 

The Cuarrman. Senator Knowland. 

Senator KNow.anp. I have no questions at this time, Mr. Chairman. 

The CuarrMan. Senator Mansfield? 

Senator Mansrretp. No questions. 

The Cuarrman. Mr. Reuben B. Robertson led the group that went 
toGermany. You have a lot to tell us, so proceed. 


STATEMENT OF REUBEN B. ROBERTSON, JR., PRESIDENT, THE 
CHAMPION PAPER & FIBRE CO., TEAM LEADER, MSA EVALUA- 
TION PROJECT, GERMANY 


Mr. Rosertson. Senators, I will try to make a few comments on 
the overall picture in Germany that might give our detailed recom- 
mendations a backing and a context which, I think, will make them 
more fully understandable. 


ECONOMIC PROGRESS IN GERMANY 


First of all, in Germany one finds an entirely different situation 
than one would find in Italy or France. I have heard Mr. Crawford’s 
expressions on Italy, really, for the first time. We had some oppor- 
tunities of exchanging ideas as we traveled, but such conditions do 
not exist in Germany as were quoted for Italy. In fact, the reverse 
is true. 

A remarkable economic progress has been made. It has been sparked 
largely by our original GARIOA funds, as etenes ed by General 
Clay, and subsequently by the ECA, MSA funds as administered by 
the High Commissioner. 

The interests of the German people in the economy of the Gov- 
ernment have been, by and large, the same as the interests of our 
administrative machinery and our Government. I believe as a result 
of the use of the $31 billion that have been put into Germany during 
the postwar period—that transcends the MS A program—the job has 
been well done. It has played a large part in bringing about the 
reconstruction of Germany. 















768 MUTUAL SECURITY ACT OF 1953 





In 1948, 4 years after the defeat of Germany, the economy was 
running at the rate of 50 percent of prewar, taking 1936 as a base, 
That was the time of the currency reform. 

In the 4 to 5 years until December 1952 that economy had gained 
to 3 times—to reach a level of 150 percent of 1956 or prewar. 

The Cuarrman, Are you talking about neodudtion? 

Mr. Rosertson. Gross national product as the measure on those 
particular figures, adjusted to compensate for the loss of the eastern 
part of Germany. 

We felt that it was a remarkable degree of progress in view of 
the enormous destruction that had taken place in Germany, the loss of 
such a tremendous amount of their factory facilities, some four-mil- 
lion-odd homes that were bombed out, and the partioning of Germany 
that had taken place. 

I think you can attribute that wonderful progress in terms of get- 
ting an economy back in being and going, not only to the sparking 
that our funds did provide at a critical point, but to hard work of 
the German people and their courage in trying to earn their way 
back to being an accepted member of the family of nations. 

I think in that background I would say that we have reached the 
oint at which no further economic aid is needed. The problem of 
Vest Berlin is a unique situation. It is a hundred miles from the 
nearest access to Western Germany or the free world, and it has the 
problem of its own economy, production, shipments, and added to that 
problem, the tremendous flow of refugees into Berlin, which is the 
only crossover point. Leaving that problem to itself, there is no 
further need for economic aid to Western Germany. 

Of necessity, our study had to encompass more than just the MSA 
functions. An agreement was made before we left here that because 
of the occupied status of Germany and the High Commissioner setup, 
the program in Germany was mostly a State Department function. 
We did, in fact, look heavily at the High Commission headquarters 
and many of their field agencies which were involved in the expendi- 
— of total funds, whether they were MSA or just another American 

dollar. 


MSA PERSONNEL IN GERMANY 


For example, there are only some 60 or 70 people who are earmarked 
in the High Commissioner’s headquarters as MSA, but there are a total 
of 13,000 employees of the United States Government in Germany. 

Senator Knowtanp. Thirteen thousand ? 

Mr. Rosertson. Thirteen thousand; not all Americans. That is the 
total, State and all agencies. 

Senator Knownanp. What is the percentage of United States na- 
tionals and German nationals? 

Mr. Rosertson. There is a very large percentage—I would have to 
look up the exact figure—but there is a very large percentage of Ger- 
man nationals. As I recall it, there are some four or five thousand 
Americans, and eight thousand—I would not like that to be a quoted 
figure, but I have the figures available. 

The CHarrmMan,. Does that include the military? 

Mr. Rozerrson. No; that is exclusive of our whole Military Estab- 


lishment which, of course, has very much of its headquarters physically 
in Germany. 
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In that respect we necessarily worked with the complete assistance 
of the Ambassador, and, being new, his urgent request was that we give 
him every assistance in finding these facts as we made our travels. 
Therefore, our recommendations do get into details involving State 
Department operation which, I believe, the High Commissioner now 
will certainly make every effort to use. 

The Cuarrman. What would you say about the 13,000; how many 
of that number can be reduced ? 

Mr. Rorertson. We recommended an immediate reduction of 20 
percent; and as rapidly as organizational adjustments could be made 
and policy programs geared to recommendations, another 20 percent, 
or a total of 40 pea within the immediately foreseeable future— 
perhaps a year or a year and a quarter. We could not put an exact 
fimet table on it because of the problem of actually getting rid of those 
programs. 

We felt that was true, because while we have been, in fact, running 
the government of Germany for many years as an occupying power, 
we have reached the time now when it is 2 sove reign government. T he 
West German Federal Government is in being. They have a whole 
government structure of their own, and we should, even before the 
ratification of the treaties, remove our governmental structure just as 
rapidly as possible, to the point of treating the Federal Republic as 
if it were an unoccupied area. 


OCCUPATIONAL COSTS 


The Cuamman. Have you tabulations showing the total amount 
that we gave in aid to Germany, and the total amount they have paid 
back for occupation forces, and so forth ? 

Mr. Rozertson. Yes, we have that in tabular form. I think I can 
quote—it is in our exhibit—I can quote the figure. ‘The total, includ- 
ing ECA and MSA and GARIOA funds, Government and recon- 

struction in occupied areas, total approximately $3,400 million. That 
was settled out at the London debt settlement for $1 billion, which is 
to be paid to the United States Government over a period of 35 years. 

The CuHatrman. One billion dollars ? 

Mr. Rosertson. One billion dollars. 

The Cuatrman. That means that we will have given them cash 
assistance of $2.4 billion ? 

Mr. Rosertrson. Approximately $214 billion over that 8-year 
period. 

The CuatrMan. Does this $1 billion credit include payment toward 
our occupation forces ? 

Mr. Ropertson. Yes; the whole $314 billion includes our occupation 
costs. 

The Cuairman. That is what I am getting at. 

Mr. Rovertson. It does not include the pay of our troops, of course. 
It includes those parts which were recognized as occupational costs. 

The Cuamman. What percentage of $3.4 billion is occupation 
costs ¢ 

Mr. Rozertson. The pre-GARIOA, that is, in the early phases of 
occupation, was $276 million. Now, that is all occupation. The 
GARIOA funds were $1,500 million; the ECA funds were $1,500 


million; the MSA funds total, let us see, grant-in-aid, $98 million; 
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loan, $16 million; Swedish accord, $17.5 million; and the surplus 
property accounts, $66 million—that is the residual of property that 
was sold off over there; EUCOM sales, $91 million, and surplus in 
centive material, $58 million, for a total of $3,750 million, from whic} 
is deducted operating budgets of $82 million; Yugoslavia flour ship 
ment of $7.9 million; reverse payments, 5 percent, $70 million; revers; 
payments, 10 percent—that is your counterpart retention for admin 
istrative purposes—$3.5 million; conditional aid $218 million; and 
loan, final loan, of $16 million, leaving your total deductions of 
approximately $400 million, or arriving at the net of $3,350 million. 

Senator KNowLanp. May I ask a question ? 

Mr. Rosertson. I cannot break out of there such things, such fac 
tors we did not know, such as the pay of our military personnel, a: 
going into the occupying troops there. 


GERMAN REHABILITATION 


Senator KNow.anp. While you were over with your inspection 
team, did you get any figures from the German authorities as to the 
estimated total value of the plants that had been transferred as repara 
tions to the Soviet Union in the early days immediately following 
cessation of hostilities ¢ 

Mr. Rogertson. We did not get that figure, Senator. We found a 
tremendous factor, for example, in the Berlin situation, where the 
Russians were not only occupying the cutout from the eastern sector 
of many large plants, such as the German AEG—that is, German 
General Electric—but also the military destruction was 50 percent of 
most of those plants. 

After the Russians had been through many of those plants, such 
as the German Westinghouse organization which was an enormous 
electrical plant, the destruction was 85 percent. They came in and 
added tremendous destruction, but we did not have any figure that 
took account of the overall loss of plant facilities to the Russians. 

Senator Knowianp. Did you get a chance to discuss the rehabili 
tation of German plants while you were there? While I realize it 
was not part of your immediate job I thought, as a production man, 
you might have been interested in finding out how Germany was able 
to keep up its production to such an extent during the wartime period 
even under this heavy bombing attack. The surveys that were made 
immediately following the war indicated that despite this very real 
destruction, they were able to rehabilitate the machinery, move it, 
take out the rubble, and still keep production going under that heavy 
type of attack. 

Mr. Rosertson. We did. We had a lot of interest in how in the 
world they did that. We visited many plants, including such enor- 
mous operations as the I. G. Farben industry, the Beyer works, and 
we talked with people who had been through it. It was just sheer 
enormous effort to get those plants back in operating condition. The 
bombs would hit right in the middle of a key spot, and they would 
rush men back in there, and they would have a large percentage of 
that plant operating again. 

At other places—take, for example, Dusseldorf—we went to the 
very large soap works, employing six or seven thousand people. 
Bombs hit all around it, and they were doing certain jobs, but wher- 
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ever the key spot was, they were able to get back there and fix it up 
quickly, and back on the line. 

Around through Dusseldorf, of course, some plants were completely 
knoeked out. They never could get those back in. 

In Berlin they told us they would lose sections of plants, but would 
vet other areas that could be put back into production. I do not think 
there is any single answer, except they just 

Senator KNow.anp. Just had determination to keep going. 

Mr. Roperrson. They were determined to keep going. 

The CuarrMan. Proceed. 

Mr. Rosertson. On the question of their overall economy, I think 
West Germany can be eo upon as having a healthy economy. 
One of the further keynotes to their ability, | aside from the hard 
work and their technical abilities, is the fact that their present 
Government is a free-enterprise government. There is very little 

trend toward socialism. In fact, I think the reverse is true. The entire 
vovernmental effort is geared to increasing production, to keeping men 
employed to aid and abet the risk- taking of business, and in getting 
these enterprises going again. 

The problems of meeting the relocation of 10 million people who 
have come in on top of 40 million are tremendous, and yet with the 
initiative of business and the aid of Government, they have faced up 
to that, and made that tremendous liability into an actual asset by 
using those men. They had to face such problems as housing—how 
to house these enormous numbers of people without great social con- 
flict—and they have geared their tax structure, for example, to make 
the building of houses a very attractive thing to do, both for business, 
large corporate entities and for individual risk-takers. 

Asa consequence, they are building houses at the rate when we were 
there of 400,000 a year, which for a population of 50 million is a very 
vood rate. I understand it is higher than that today. 

They have tried to locate that housing in critical areas, and our 
MSA program has been geared to help and stimulate that. 

Senator Knowtanp. Is that 50 million the population of Western 
Germany / 

Mr. Rosertson. Yes, 48 million now. There are 38 to 40 normal in 
that range, and 10 million have come in. 


COAL PRODUCTION IN GERMANY 


Senator Know.anp. Going to coal production, we had some dis- 
cussion earlier on the coal production per man in Italy, Great Britain, 
and the United States. How does that run, do you recall offhand, in 
Germany ¢ 

Mr. Rosertson. The production per man ? 

Senator KNow.anp. Yes. 

Mr. Rozertson. I regret to say I do not have that exact figure. I 
can quote this, however. The leaders of what would be the Reconstrue- 
tion Loan Corporation, their central banking facility, who are hand- 
ling the MSA funds, expressed that the coal “and steel industries need 
$5 billion of new capital right away for bringing their technology 
and their methods up to known standards. They are, of course, trying 
to do that just as rapidly as possible. 
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Senator Knownanp. Of course, a good deal of our high product 
per man is due to the mechanization of these mines, 

Mr. Roserrson. oo 

Senator KNOwLAND. I was wondering whether they had done much, 
of that in Guead. 

Mr. Roserrson. They are in the process of doing it as rapidly as 
they can get the capital. They do need capital in the worst kind of 
way, in all phases, and they have extended their own risk capital just 
as far as I could see any business could do it, and face any dips. 

Senator KNow.anp. Are their mines operating now in the black o1 
in the red, so far as you know? 

Mr. Rorertson. So far as I know, they are operating in the black 
They are still importing some coal from the United States, as you 
know, but they are trying very hard to get away from that. 

Senator Know.anp. In 1946 a subcommittee of the Appropriations 
Committee went over to Germany, and we got up into the Ruhr area. 
We were pretty shocked at that time to be informed by the authorities 
who were then operating the mines that although the price of coal was 
considerably higher on the world market, in the European market 
the Germans at that time were being forced to sell their coal at a point 
where actually the mines were each month running into the red. | 
asked the British officer who was then in charge if that would not 
necessarily require them to keep borrowing in order to operate, and 
if the end result of that would not be complete socialization of th 
mines in Germany, because they would get so heavily in debt that it 
would not work out. 

He very frankly said that was true, but, of course, he said, “We also 
have a Socialist Government in Britain,” and I assume as a matter of 
policy they did not particularly care. 

Mr. Roserrson. Well, that trend seems to have been removed. The 
production of the mines is coming up. There was some fear in the 
German operators’ minds as to what would happen if the coal-stee] 
community, the new supranational authority, came into existence. 
I had the opportunity of spending a day with Dr. Monnet and son 
of his associates there in Luxembourg, to see what effect that might 
have on the German economy. 

I came away with the impression that the German fears were un 
founded, that they were approaching it on a very sound basis, and 
would help the German coal industry as well as the steel industry in 
building up. 

Senator Know.anp. The so-called Schuman plan. 

Mr. Roserrson. The Schuman plan. 

With that philosophy, the standard of living has come up, the diet 
is good, the agricultural program has been very effective; the overall 
productiv ity of the land, soil, with our help there, has come up about 
15 percent. This is a very favorable factor, and our own folks feel 
that maybe 1 or 2 percent more might be gained within a few years. 
By and large, our program there has ace omplished its purpose, 

“But with all those things, Germany has almost a hard currency. It 
has a favorable balance of payments within the European payments 
union. It has reasonable gold and dollar reserves; it has a reasonable 
internal and external debt structure. 

In relation to annual income of the Government, their debt is equal 
to twice their annual take, whereas our debt is equal to five times 
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our annual governmental income, so that their debt structure is in 
rood shape. We felt that if anything further was needed they could 
go in debt as well, if not better, than we. 

So, 1 believe, as a result of all those things, it is reasonable to accept 
the figures that they quote, that there are less than 2 percent of the 
population of Germany who are Communists. 


NAZISM 


The Cuamman. Do you see any Nazi-minded folks over there? 

Mr. Roserrson. I would say there was a good deal of publicity 
ibout several outbreaks in spots while we were there. It will take a 
long period of time to change the whole concept of the German 
mentality, which has been built in over the years. 

They have not learned to understand the workings of democracy, 
ut there certainly is a good start in that direction, if it can be fol- 
owed through. I think the nazism that appeared in the press was 
overall as small, if not smaller, than the communism influence. 

Now, that sort of an impression is hard to get in a month’s time, 
but in talking to the leaders, the state presidents and businessmen 
ind bankers and the rovernhielit oth lals, we did not cet the feeling 
that they wanted to handle any slon of resurgence, but we did not 
vet the feeling that that was an underlying trend in the population. 

The Cuarrman. Of course, Adenauer, who is certainly one of the 
creat men of this generation, and whio senses, as many leaders do not 
sense, his responsibility to his people, IS anything but a Nazi. He 
s one who realizes that Germany cannot live alone any more; that 
there has to be unity among the people who have brains enough to 
unite. He made a great impression over here, when he went to Cali- 
fornia, to the East, and when he came to Washington. 


We, too, have had the privilege in recent years, of visiting Ger- 


nany, and we are sensitive to the fact that a great man! of the Ger- 
man leaders recognize this as a new day mee are living in, that the 
vorid has turned a corner, and that Germany can grow only ae 
lood,. sweat. and tears, unific ation of nat staaee a ad common sense a 1d 
reason. I fully agree with you that whatever eruptive circumstances 
or incidents have occurred in Germany have been due, by and large, to 
the Communist element. 

On the other hand, there are youths who are always looking for a 
Messi: nic ap proac h to problen is and some of them may get the idea 

at the spirit of Hitler should be reborn in them. 

We see symptoms of that lead in other places, too, you know. 

Mr. Rozerrson. That is right. 

The CHarrMaAN. Proceed. 


GERMAN ROLE IN FAMILY OF FREE NATIONS 


Mr. Ropzertson. Well, with that economy, with the health and vigor 
ind growth of that economy, and the structure of the Government, we 
felt that the strength of Germany was apparent. From the stand- 
point of our American interests, the best thing we can Go in respect 


‘ : ‘ 
4 o Germ: iny is to hurry up the | time, all we can within reason, when 
: they ¢ can be reall V accepted a a part of the family of free nations. 
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They would be now an awfully good risk in respect to carrying the 
own weight and defense, which they seem eager to do. 

They feel that they can create defense potential, defense productiy 
capacity and protect themselves against their eastern border if th 
are given the opportunity. It seemed to us as a team, that the early 
ratification of the EDC was a very vital factor in the future o 
Germany. 

They want to join under Chancellor Adenauer’s leadership, 
while the SPD Party, the Socialist Party, publicly opposes that p 
sition, at the same time, many of the SPD strong leaders, for example, 
Mayor Reuter, of Berlin, is openly favorably to the West and to 
cooperation with the Western powers toward a united Europe. 

I think those express our broad impressions. We have made 4 
specific recommendations that go into quite a good deal of detail as 1 
gards relationships between our agencies, the State Department, tly 
MSA, and the Defense setup, not only within Germany but a): 
back through Paris, and to certain policies emanating from Was! 
ington. 

As a general note, I would like to say that certain of our expend 
tures, while very well done, might have been done with a little too 
much enthusiasm. 

As an example, I cite our capital program in the city of Berl: 
We put a lot of capital into industries there, and I think, by and large 
they are doing a good job, because Berlin’s industry alone is up to 
110 percent of prewar, even with that enormous destruction, and 
with the difficulties of shipping from there. 

But still, in all, we were putting large blocks of — il into ney 
industries or rebuilding old ones before the present capacities of 
existing industries were being sold, and we felt that the first order of 
business there was to sell the existing capacity and not have restric 
tions like only working 1 shift when you have a plant that could be 
run 3 shifts. 

I think those things have been fully taken into cognizance in plan- 
ning for this coming year. 


HOUSING PROJECT 


Now, we have not seen the detailed report as affecting Germany in 
terms of dollars, but Governor Stassen told us that the plan currently 
was only for approximately $15 million of aid for the Berlin situa 
tion. That being the case, we felt that was a justifiable action in hu 
manitarian interest to help in the problem of housing and trans 
porting and placing this heavy flow of refugees. 

At the same time, rather than building new industries in Berlin 
to occupy this backlog of 200,000 or 2 50,000 accumulated refugees, 
over and above the rate that they have been able to get out, every 
effort should be made to take that added 200,000 as compared to the 
10 million that have already been put into the Western Federal Re 
public, and get them out of Berlin. 

I think there was a strong coming realization that had to be done 
on the part of the Federal Republic, ‘although many of the States were 
getting to the point of feeling that they did not want to take any more. 
But when any discussion of what else to do with them came up there 
did not seem to be any other solution to the problem. 
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Che problem of getting houses built for them, and the problem of 
getting them placed in areas where the rebuilding job has to be done 
and is being Be seems like a logical solution. 

Now, if the EDC is ratified, and there are to be German contingents 
in a European army, that, in turn, will absorb quite a large block of 
manpower. 

BENTON-MOODY AMENDMENT 


One other comment on the question of the Benton-Moody fund: We, 
too, recommended that the policies existing as to the use of presently 
allocated funds should be amended, and we did not think there should 
be any further funds allocated for that purpose. 

Mr. Francis quoted actually one of the situations existing in Ger- 
many. The negotiations as to use of the $10 million of Benton-Moody 
funds were well along when we were there. In fact, it was virtually 
a commitment by the United States Government to the Federal Re- 
public, and it was tied to an additional $20 million of counterpart, 
which had formerly been earmarked for aid to small business, work- 
ing-capital loans, and things of that sort. 

Well, the Government of Western Germany was not at all keen about 
these provisions that were embodied in the Benton-Moody amend- 
ment. They wanted the money, but they did not want it for that pur- 
pose. They wanted it for working-capital loans to help build up basic 
industry, to help get the coal and steel, or even give small industries 
a break on their working capital. But a compromise was reached, and 
the funds are set up, and under this plan of using them. 

We simply feel that constitutes too much interference with the in- 
ternal use or internal workings of another sovereign government. If 
aid is needed for Berlin or for other situations, let us face those needs 
and not get into the Benton-Moody approach of trying to do that job. 

I believe, Senator, that that embodies the highlights. 


INTEGRATED ORGANIZATION 


The CuHarrman. You agree with the conclusion that the MSA mis- 
sion in Germany should be abolished and its functions and personnel 
transferred officially to the HICOG organization ¢ 

Mr. Ronertson. HICOG. 

The Cuarrman. Any questions ? 

Senator Know.anp. No; except I think in that connection, when 
you say, “should be abolished and its functions and personnel trans- 
ferred,” you should say a fraction of the personnel should be trans- 
ferred, and not the entire personnel. 

Mr. Rosertrson. I might say there that the High Commissioner, 
Mr. McCloy, had insisted very firmly that there be only one organi- 
zation, and this was probably one of the nearest things to an integrated 
setup. But even with that, the fact of dealing with separate funds 
posed the problem of administrative detail, accounting for the funds, 
who was on what payroll, State Department or MSA, and we con- 
cluded that if there were not such separate accounts and balances, 
just the mere fact of putting them on the State Department would 
permit a reduction of between 20 and 30 people administratively. 

We felt that the whole program and the strength of it would be 
furthered because there was a divided line of reporting between the 
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State Department and the MSA. We do not see how you are really 
going to overcome that until you recognize that there is an economi 
function, even though it is a broad analytical function, not only die. 
bursing of funds, but knowing, for example, the economy of Germany 
and their budget conditions adequately to tell what their fair share 
of a defense contribution is. 

Now, that economic function should be recognized in the State D 
partment. We are in a new era; ya the reporting, for example, of 
business activity, of what is happening in the hi airpin industry or the 
paper industry in Germany, is the old concept of reporting, and we 
think that the infusion of economic minds* into the foreign service 
that MSA has brought into being, is a good thing. However, that 
should be protected and encouraged rather than lose the value of 
those men who have contributed to that service, and for them to go back 
into private industry or whatever their former work was, by giving 
them an oppo tunity to move forw: ard into the recognized State Dx 
partment channels; and I think that is a very fundamental part of 
whether this economic function can be properly absorbed in the State 
Department. 

I think it is one thing to say, “Transfer it over to the State De 
partment,” but unless you look at the fundamentals of the Fore 
Service officers structure, which, let us call it—its counterpart in in 
dustry would be a seniority setup—that there must be some recognition 
of the ways of bringing ability of the economic man and his equal 
status with the policitcal and the information services into being. 

I think we felt, as a team, that that required some rather funda- 
mental study in this period of, perhaps, a year or however long a 
proper transition should take. We did not feel that an abrupt cutoff 
was necessarily the right way, but if the objective is to get it there, 
then the sooner the better, recognizing in the meantime that the strong 
economic people should not be put in a position that would cause th 
to decide to leave the Foreign Service. 

Senator Knowtanp. In other words, what you are really saying 
what some of the services have run into. In the Navy, for instance, 
there is a promotion list on the supply officers as distinguished from 
the other naval officers, so that recognition can be given the people who 
are competent in their particular field and might not necessarily be 
in the other field of fighting. Here, unless you work out some suc! 
system you are fearful that the Foreign Service officer now in the State 
Department will continue to bump down, so to speak, so that these 
petple with the economic background that MSA has brought in would 
ve completely liquidated from the lineup. 

Mr. oa rtson. I think that is a very good analogy, and I cannot 
express too strongly how our group felt on that. While expressing 
this philosophy of getting it back into the State Department hands, 
I think many of Mr. Francis’ other team members felt very strong!) 
on that same thing. 

Senator Knowxianp. Of course, another problem that Congress has 
to face is that if you merely take this whole group and add them on 
top of the existing State Departme nt structure, you run into some 
very real budgetary problems. The State Department itself has be 
come swollen in the past few years. In the Appropriations Com 
mittee we have been going into, quite thoroughly, the size of the em 
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bassies today as compared with what they were just a few short years 
ago. 

Mr. Ropsrertson. I agree thoroughly, and it seemed to us that a 
pl ‘oper Sequence of steps would be to vet a strong leader of this eco- 
nomic function in the State Department at the right time, and then 
weave the needed and the best of those men who should stay in this 
service over into the State De ing 1ent on a proper time ible so that 
the present overstaffed conditi of the State Deparment is not 
doubled. 

The CHamman,. Senator Mansfield? 

Senator Mansrieitp. Mr. Chairman, I have a few questions. 








BEN TON -M(¢ AMENDMENT 





MODY 









I notice that Mr. Francis and his colleagues have all stated that 
the Benton- Moody setup should be done aw: ay with. I would like to 
rt this question of the gentleman before the committee now: Do you 

hink you WV ould have re ae ves the same conclusion in that respect if 
val had had some American labor leaders with you instead of just 
a businessmen’s mission c ps country ¢ 

Mr. Rozertson. Well, I think I can give you a very objective an- 
swer to that, because Mike Harris, who is the MSA mission chief in 
Bonn, comes from a labor background. He is a very fine citizen; he 
was one of the members associated with Phil Murray and the CIO, 
and we worked very closely with him. We discussed this fully with 
him, fully and openly, and we saw that he felt under pressure to work 
this out. 

I think he felt similarly that there were very definite limits. He was 
working really, you might say, under instructions. The provisions 
were : How do you predetermine the gains of incremental productivity, 
and negotiate at a plant level between labor and management at that 
plant? If you put in a new machine or if you have, say, $20 million 
or $10 million in the whole country of Germany, that one little seg 
ment, you are suppose cd to negotiate } just how the benefits of that gain 
accrue to the manufacturer, to the customer, and to the labor union. 
He expresses realisically that that is a very difficult thing to do, but 
he was trying to work it out in a compromise that was somehow or 
other workable, and he realized that the Federal Republic of ( rermany 
wanted those funds for really small-business loans. The business and 
the labor leaders are operating under a codetermination law which is 
just coming into its first year of trial. We do not predetermine that in 
this country under any labor contr: act. 

So that while the philosophy of “Let us try to aid and abet free 
enterprise and raise productivity,” is good and very commendable, 
it is the problem of the mechanics of administering $10 million in 
a country the size of Germany with those strings attached. 

Senator Mansrretp. Mr. Chairman, Mr. Francis seems to want to 
say something. 

The CuHarrman. Yes? 

Mr. Francis. May I just add one word to that, Senator? 

We were quite conscious of the fact that somebody would ask that 
question because we do not have a so-called labor representative 
with us. 
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We did have a meeting in Paris of all of the chairmen, and we asked 
ourselves at that time, “Are we being objective? Is this partisan’ 
Is it broad?” It was only after due c onsideration that we felt Sblige | 


to report as we did. 

Senator MansFietp. But you did talk to the labor man attached to 
each mission in each country, I assume, because there is a labor attac| 
in the MSA setup, as I understand it? 

Mr. Ropnerrson. We did. 

Mr. Francis. Each one would have to answer that. 

Senator Mansrretp. You stated the total gross national product 
West Germany is 150 percent of that in 1938. 

Mr. Rozertrson. 1936. 


e 







EXPELLEES AND REFUGEES 








Senator Mansrietp. You also stated that included in the calcula 
tion is an increase in population, expellees and refugees, to the extent 
of from eight to ten million? 

Mr. Roperrson. Yes. 

Senator Mansrretp. What percent of West Germany’s Government 
expenditures go for the relief of expellees and refugees? 
have any idea? 

Mr. Rozertrson. For global relief? 

Senator Mansrrevp. No; for the relief of expellees and refugees 
who fled into Western Germany, and of course have become a burden 
upon the Federal Republic. Do you have any idea? 

Mr. Rorerrson. I would say this: That the unemployed portion of 
those refugees in the States is being supported by the States them 

elves primarily. The Federal Republic is giving some assistance in 
respect to housing, I am rather sure. 

The Federal Republie’s biggest load in that regard is in Berlin 
itself. 

Senator Mansrtexp. I see. 

Mr. Rozerrson. Now, they are meeting that by, first, a tax benefit 
to Berlin. They are actually directly supporting the economy of 

Berlin. I have the figures here, but I cannot remember them offhand. 
There is a rather substantial amount of money each year going to the 
support of the Berlin Government, which is not a part of the Western 
German Republic. 

Now, they are also paying the full bill for transporting these 
refugees by airplane—that is the only way they can get them out cur- 
rently—and they do not have a figure on that. 

The flow was just accelerating, and I could not find out just what 
it was going to be. 

Senator Mansriexip. The best thing we could say then, is that it is 
a very sizable expenditure, both directly and indirectly, on the part 
of the Federal Republic to take care of these people. 

Mr. Rosertson. It isa large amount. 

Senator MansFieLtp. What amount, in round figures, has been paid 
to us in occupation costs annually, and what is the relation of those 


costs to the German debt settlement now underway at the present 
time? 


Do you 
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Mr. Rosertson. I would have to refer to my figures to get those 
exact costs, but they are paying what is considered a fair share today 
of our occupation costs there. 

Senator Mansrierp. Could you furnish the figures for the com- 
mittee ? 

Mr. Ropertson. Yes, I could. 

Senator Mansrrevp. All right. 
(The information referred to follows :) 









German occupation costs through June 80, 1953" 






{In millions of marks 2} 






| 





United | United 
States Kingdom | 







1 Data for 1946 through fiscal year 1950-51 is for German fis 
latarepresent United States or NATO f il years ending June 30, 
j 


? Beginning June 1948, 4.2 deutschemarks equals $1 
* Not availabk 











FISCAL YEAR 154 





COSTS IN 





OCCUPATION/ SUPPORT 
















been reached 





In negotiations with the Germans the following agreements hay 
affecting the level of occupation/support costs in fiscal year 1954. Prior to 
ratification of the EDC, Germany will continue payment to the Allies of occupa- 
tion costs amounting to DM600 million per month. Subsequent to EDC ratifica 
tion, and up to June 30, 1954, Germany will provide support on the following 
basis: IOM400 million for the first 6 months, DM300 million for the subsequent 
2 months, and DM200 million for the next month. If, e. g., EDC is ratified on 
October 1 this would mean total occupation/support costs amounting to DM5.4 
billion ($1.3 billion). Of this total, the United States would receive DM2.5 
billion ($5 l 












5 million), the United Kingéom: DM1.6 billion ($580 million), and 
France DM1.8 billion ($309 million). 













TO DEBT SETTLEMENT 





RELATIONSHIP 









Receipt of occupation costs by the United States and other Allies bears no 








irect relationship to the German debt settlement The amount Germany is to 
repay the United States in dollars on account of its external debt is not duced 
by the amount paid in occupation costs. An indirect relationship can be said 
to exist, however. Calculations of amounts to be paid by Ge i on its ¢ nal 
ebt were based on the economy’s ability to pa‘ The ileculations took into 
iecount all significant factors, internal and external, which would affect this 





ibility, including occupation expenditures. 





Senator MansFieLp. One more question : In your opinion, how many 
of the expellees can be absorbed and how many need to migrate? 

Mr. Ropertson. That is very difficult to say. We ran into many 
people who felt none should migrate. We were surprised at that. We 
were encouraging the thought that maybe the occupying powers could 
help by immigration. But there were a lot of German leaders, not 
only in Government circles, but in business and financial circles, who 
felt that with certain help, with time, and particularly with the ratifi- 
cation of the treaties, it would not be necessary for too many to migrate. 

Now, nobody knew the rate at which that flow was going to con- 
tinue. For example, in February, while we were there, 45,000 came 
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over. That was a big amount, and if it continued at that rate, 45,000 
or 50,000, that would be 600,000 a year. Then the feeling was that 
some migration would have to take place. 

In March there was a dip off, but I understand in April it accelerated 
again; it is coming to 2,500 a day right now. 

Senator Mansrtetp. Would you say, then, that these refugees from 
the Balkans, and the Sudetenland and elsewhere are being received 
in good grace in Germany and, at least, for the time being, the Federal 
Government is accepting the idea that they remain within the confin 
of the Federal Republic ? 

Mr. Roserrson. I could not quote the Federal Government specifi 
cally on that. 

Senator MANsFIeLp. Just your impression. 

Mr. Rorertson. It was an impression that if the rate did not stay 
at that full amount, the way you expressed it is the general feeling. 

Senator MansFrerp. I see. 

Mr. Ropertson. If it stayed up at the rate of five, six, or seven 
hundred thousand a year, there was great skepticism as to whether 
other more drastic measures would not be required. 

Senator Mansrievp. That is all, Mr. Chairman. Thank you very 
much. 

The Cratrman. Just a question or two. With regard to MS 
you thought it should go back into the State Department, or that t 
might be abolished, as you call it, but operate under the leadership 
there. 


VOICE OF AMERICA AND EXCHANGE OF PERSONS PROGRAM 


Did you form any opinion as to the Voice of America or the ex- 
change program in these things? 
Mr. Rosertson. We did not get into the Voice of America except 
insofar as the Radio Rias, which is not a part of the Voice of America 
organization, Tt was under the jurisdiction of the High Commissioner. 

It is a radio station in Berlin. Its function is primarily to combat 
propaganda in the eastern zone and eastern sector, and apparently they 
were doing a very good job. 

As to whether the effect of jamming and those things was great, we 
could not measure that. We understood that was a serious problem. 

We did feel that to the extent that it was judged to be needed as 
information beyond the Iron Curtain, that it should be tied in with 
whatever Voice activity was in that same region. They are very close 
together. We did not feel it was specific cally at this time a function 
for or High Commissioner to have to organize and plan. 

\s far as the exchange program was concerned, we felt that the 
State De partment was handling it in a very good way, but it should be 
geared more closely to the Fulbright program, and, to the extent pos- 
sible, should be tied in with private foundations in the exchange of 
students. 

Now, as to the whole information program of the High Commis- 
sioner which fell, as Mr. Francis said, from $100 million to $60 million, 
to $35 million, and I think the budget this year was about $24 million 
originally, plus $2 million on the MSA side, we felt that it should be 
cut in half, at least this year, and cut in half next year, and then get it 


down on a basis of an information program in conformity with any 
other sovereign nation. 
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Now, that information program encompasses not only the ex- 
changees but it encompasses the American houses, and their building 
program for these American houses—they are libraries, and, you might 
say, community centers. They h: ve done a very good thing, but those, 
we felt, could and should be put over to the German communities and 
let them have them themselves. 

The presence of the free accessibility of literature should be main- 
tained in transferring what we have going in those 42 remaining 
\merican houses, over to the Germans to run themselves, giving them 
films, books, as they come along, but not having to administer full 
programs. 

Similarly, newspapers and magazines, the making of movies over 
n Germany, and things of that sort, we felt, after 8 years of oecupa- 
tion, could be reduced to a very minimum degree. 






OVERALL INFORMATION PROGRAM 


The Cuairman. What I had in mind was the overall information 
program. I want to know whether it was the judgment of you busi- 
nessmen that there was an imperative need to counteract programs of 
the Communists by some concerted efforts under Government sponsor- 
ship or Government sustenance—the same to be an antidote, so to 
speak, to the infiltration and penetration that we know goes on under 
the auspices of the Kremlin. You must have observed here and there 
whether or not America was loved or honored, or whether she was 
hated. I would like to know whether you felt there was a need on 
our part to take certain action that might result in cementing the 
nations together so that the morale would be won in case of a third 
world war. Do you understand my question ? 

Did you form any opinion on that é 

Mr. Roperrson. I think, generally, we did. I would like to quote 
my own views now rather than those of our team in total, although 
I have something of their impressions when speaking of the Voice 
part of it. 

I feel from the contacts I had there that our actions speak louder 
than our words. The Communists, their actions really speak louder 
than their words, 

For example, this flow of refugees through Berlin is a very im- 
portant psychological factor. Now, we can talk a lot about the value 
of the free democratic enterprise mode and way of life, and we can 
talk about our high standards of living, but actions of tens of thou- 
sands of individuals on the other side of the line mean an awful lot. 

The CHAIRMAN, Escapees? 

Mr. Roserrson. Escapees. 

Senator KNowLanp. In other words, if that flow was in the other 
lirection, you would worry more about the success of the Communist 
propaganda. 

er Roperrson. Very much. 

nator Knownanp. You think what they say is so much offset by 
what they must be doing over there in the repression of these people 
iat despite it all, the flow is toward the West rather than toward 
8 East. 
Mr. Rozerrson. That is my impression. 
Senator KNow.anp. And that is the payoff. 
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Mr. Ropnerrson. My impression was that basically the German p 

os do not have any deep feeling of appreciation on a nation 
iasis for the aid that we have given in reconstruction. They are si 
a defeated nation. They are trying to build themselves back to 
honorable status. I think they respect the fact that America did 1 
come in and pull out their machinery as the Communists did. 

We went in and tried to control those parts of their economy whi 
would create war goods, and they respect that. I think, by and larg 
the way we have handled ourselves, as a country, has been we 
received by the German leaders. I think they reflect pretty much t 
peoples’ opinion, certainly the ones with whom we came into contac! 
Business leaders, bankers, and the political level were very outspok 
in their appreciation of our actions. 

I think those things meant more to them than what we put on | 
Voice of America. I think there is a slight tendency for them al! 
to feel that we might attempt to do too much. 

For instance, they said very frankly, “Have you come to the point 
where you do not need to help us with the building program in Ber 
lin? We can do that and we ought to do it. We need money on loa: 
and we hope that you can find ways to make capital available through 
some means to help us in this job of building ourselves u 

But they said, “We think you have done enough.” Those were th 
types of expressions. 

Now, I do think there is a need somewhere along the line for trut! 
to be given, because there is a lot of propaganda. These peace of 
fensives may have specific purposes that do not appear on the surface 
I think you have to have some way of trying to keep the true story 
before the world. I do not think it ought to be on the basis of 
propaganda. 

I hope I have answered your question; I have tried to. 

The Crarrman. If there are no more questions, I want to say, M) 
Francis, that I speak the opinion of the Senators, and I am sure of 
the Government, when I say to you, as chairman of this group and 
to those who are present, Mr. Robertson, Mr. Scott, Mr. Crawford. 
and Mr. Brelsford, that we appreciate the services which you have 
rendered. 

You have gone forth in a selfless manner to try to get at the facts— 
being what some people call you, hard-boiled businessmen. The hard 
boiled businessman is the person who has learned common sense from 
associating with human factors. When you went into these countries, 
I am sure you were the Voice of America there because my own idea 
is that the greatest Voice of America is the voice of the individual who 
goes abroad. He is either the voice for good or evil. 

You went there in a semiofficial capacity to find facts. During this 
time you have given your energy, your time, and undoubtedly your 
money. 

We need more of these teams, not only to assemble economic facts 
and evaluate economic factors, but to get the benefit of common-sense 
businessmen, labor leaders, the clergy, and so forth, who will bring 
back a balanced judgment of the facts. That is our big problem in the 
world today. We do not know what the facts are. We think we do, 
but they change. 

There is nothing that is static in this world; we are constantly in 
flux. Today we do not know what is going to happen tomorrow at 
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Panmunjom. We do not know what is going to happen in the Italian 
election, although we think we do. 

I was talking to the Ambassador last night, and he thought he knew, 
but that is typical of the world situation. 

So we thank you. 
Mr. Francis. Thank you, sir. 









STATEMENT BY C. TYLER WOOD, DEPUTY TO THE DIRECTOR, 
MUTUAL SECURITY AGENCY 






The CuHarrman. At this time I am going to call on Mr. Wood, and 
see if he has some information for us. 

Mr. Woop. Mr. Chairman, I am going to call on Mr. Sheppard, who 
is Assistant Director of Administration, and Mr. Lawson, who is the 
Director of the Budget in MSA. If they will join me here, they can 
give the facts concerning the personnel statistics which were discussed. 
The Cuarmman. All right, bring in your associates. 




















REDUCTION IN FORCE 






Mr. Woop. Before I call on the people who have the facts, I should 
like to make just a few introductory observations. 

First of all, Senator Mansfield was reading from some material 
which we gave the committee at its request. He was m: aking compari- 
sons between June 30 of last year and April 30 of this year. I should 

like to point out that in the context of the discussion as it arose, the 
significant comparison, at least a more significant comparison, it seems 
to me, is a comparison between December 31, last year, just prior to 
the takeover of the new administration, and April 30. 

The Cuatrman. December 31, 1952, and April 30, 19534 

Mr. Woop. That is right; and that will show the beginning of : 
decrease which is expected to become substantial on the basis of the 
actions that have already been taken. 

I might point out that when you do release people from your pay- 
rolls you have to give them some notice, and the personnel statistics do 
not always immediately show the action to separate people from the 
payroll, so that there is a lag there, as well. 

Senator Mansrrecp. You mean, Colonel, such things as families 
back home, and terminal leave ? 

Mr. Woop. That is correct, sir. 

I might say finally, that even in respect of the comparison between 
the two dates, w hich Senator Mansfield used, as will be shown in a 
moment, there is a decrease in the Mutual Security Agency adminis- 
trative personel, which is offset by the same amount, plus 6, as you in- 
dicated in the figures you read, Senator Mansfield, by an increase in 
what are called the program personnel. These are the people who are 
hired on behalf of the Governments overseas as technical assistance 
personnel. The increase in the technical assistance personnel took 
place largely due to the fact that we were attempting to carry out the 
instructions of the Congress last year given us through passage of the 
Moody amendment, which has been discussed here, requiring y that we 
spend the counterpart of $100 million to promote free enterprise, 


and so forth. 
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That legislation was put in by the Congress and was not suggested 
by the executive branch; and there was an increase of personnel 
largely due to that factor. We were trying to do what we had been 
told to do by the Congress. 

Senator KNow.anp. Colonel, how many people were hired as a re- 
sult of the so-called Benton-Moody amendment? 

Mr. Woop. I do not know that I can answer that right now. 
think we could get those figures for you. 

Senator KNow.Lanp. Would you get them? 

Mr. Woop. We will. 

Sentor Know.anp. I would like them today, not in generalties, but 
the specific figures, 

(The matter referred to is as follows:) 

It is difficult to identify specifically those United States citizen program 
employees directly attributable to the Benton and Moody amendments. After 
deducting 23 positions charged to program funds in the first half of fiscal year 
1953, but shifted to administrative funds during the latter half of the year, 
program employment increased from 250 on June 30, 1952, to a high of 322 on 
November 30, 1952, an increase of 72. By April 30, United States citizen 
program employees had dropped to 320 employees. The increase from 250 on 
June 350, 1952, to 322 in November and | 20 in April can be attributed primarily 
to activities in support of the Benton and Moody amendments. 

Mr. Woop. That is right. I do not have them today, but a large 
proportion, it so developed—— 

Senator Mansrievp. [f I might—— 

Mr. Woop. I should like to call on Mr. Lawson. 

The Cuatrman. Just a minute, Senator Mansfield wants to ask you 
a question, 

Senator Mansripip. You have here a tabulation of the program 
funds. 

Mr. Woop. That is it; that is the item. 

Senator Mansrietp. The number for April 30 would be 320. 

The Cuarrman. Three hundred and twenty? 

Mr. Woop. April 30, there were 320, that is, Americans, Senator 
Mansfield: If you look at your table, you will find in addition there 
were 301 foreign national employees. 

Senator Mansrrexp. Yes. 

The Carman. Does that mean 621 as a result of the Moody 
amendment ? 

Mr. Woop. That means 621 for all technical assistance activities 
properly chargeable to that account, including those on that account 
that were employed for Moody amendment purpgses. 

Senator KNow.anp. But they would not all be a result of this 
amendment. 

Mr. Woop. They would not all be, by any means. 

Senator KNow.anp. Probably there would be just a fraction of that 
number. 

Mr. Woop. That is right. What I am saying, Senator Knowland, 
is that the increase shown between June 30 last year and April 30 this 
year is in part attributable to an increase growing out of that legisla- 
tion. 

We also have technical assistance program employees dealing with 
other aspects of our technical assistance program which are not di- 
rectly related to the Moody-Benton program. 
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Senator Mansrieip. Of these 3,139 for April 30 of this year, 1,089 
are American nationals, and 2,050 are fore ign employe es? 

Mr. Woop. That is correct, sir—of which, to break them down, in 
the case of the American nationals, 761 were administrative employees, 
and 320 were these technical assistance program employees, and 8 
were paid from tattle Act funds. 

Now, to go to the more meaningful comparison in the context of 
this discussion, if you would turn to the table which shows the figures 
for December 31, 1952, Senator Mansfield, you will see that as of that 
date the total employees were 3,218, and that compares with 3,139 
on April 30. This shows the beginning of the decrease which we have 
planned and are putting in effect. 

You will also notice that of those totals, 1.114 on December 31 were 
American nationals, and that had dropped to 1,089 on April 30, and 
within that total, the administrative employees had dropped from 
786 to 761. 

There is, then, a decrease as between these two dates which, I think, 
more accurately reflect the period about which Mr. Francis was 
speaking. 

It may be of value to the committee also to have a forecast based 
on our present plans as to what this picture will look like on the Ist 
of July this year. We expect to have in Europe on the Ist of July 
a total of 2,650 Americans, paid with United States Government 
funds—no; that 7 total employees, I beg your pardon—of which a 
total of 953 will be Americans; that is divided as between admin- 
istrative funds and program funds as follows: 697 administrative, 
206 program. 

I would submit, Mr. Chairman and members of the committee, that 
these figures are in fact consistent with the statements that have been 
made by Mr. Francis to the members of this committee. That is my 
judgment. Someone may differ with that. 

The CuarrmMan. That shows a reduction of 79 now. How many will 
you reduce by July 1? 

Mr. Woop. By July 1, as compared with April 30, it is expected that 
the total employees, including both Americans and foreign nationals, 
will drop from 3,139 to 2,650, and the reduction is 489, and that Amer- 
ican nationals will drop from 1,089 to 953 

The Cuarrman. I remember a figure in the testimony given by one 
of the witnesses, that 20 percent would be approximately 500 or 600, 
at that time. 

Mr. Woop. Yes, sir. That comes quite close to that. 

The total pap the 31st of January and the Ist of July is esti- 
mated to be a 15- percent reduction in United States nationals and 
a 20-percent coledines! in foreign nationals rere will actually be off 
the rolls shortly after the first of the fiscal yea 

The Cuarrman. I want to ask Mr. Francis t! 1is question. Is it your 
understanding that the captains of the tha 4 teams agreed in sub- 
stance with the general conclusions that these captains and you have 
arrived at? 

Mr. Francis. So far as the broad statements that I made are con- 
cerned ? 

The Cuarrman. Yes. 

Mr. Francis. Oh, yes. I was speaking with their approval and 
authority in that regard. 
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The CHairman. Well, I was just wondering whether it would ser 
uny purpose to have additional captains appear. Do you see an 
object in that? It would just be cumulative evidence; would it not! 

Mr. Francis. From the standpoint of your overall figures, I would 
think so, quite definitely. 

The Cuarrman, Yes. 

Mr. Francis. I can highly commend each group to you from t! 
standpoint of the thoroughness of their studies. 

The Cuamman. There is no question but that we could listen to 
them with profit, as we have to you people. But there are only 24 
hours in a legislator’s day, and he cannot stretch it. 

Senator KNowLAnp. Mr. Chairman, I would like to get from t! 
MSA organization, both for the use of this committee “and for tl 
use of the Appropriations Committee of which I am also a member, 
specifically the number of notifications on reduction in force that hav: 
gone out as of this date. 

Mr. Woop. That can be provided, sir. 

(The information referred to follows :) 

MSA, Washington, has knowledge of 109 RIF notices issued to American em 
ployees in the European missions and SRE as of May 29, 1953. In addition, 81 
local employees in SRE had received RIF notices on this date. Telephone in 
formation, not confirmed in writing, indicates that an additional 254 local em 
ployees in MSA European missions have received or will receive RIF notices 
before June 80, 1953. 

The Cuarrman. Any further questions? 

Senator Mansrretp. I brought up these figures only because it 
seemed to me they were a little inconsistent with what I had believed. 
I am sure you and Senator Knowland had been led to believe the 
same thing. In February of this year, it seems to me, an announce 
ment was made that 1,000 people were cut off the MSA payroll; i 
that true or not? 

Mr. Woon. I do not recall that, Senator Mansfield. 

Senator Mansrtevp. I think that Mr. Stassen issued that statement, 
and it appeared in the press. I just wanted to find out how that jibes 
with these figures. I am not here finding fault, you understand. | 
merely want to get the record straight. 

Mr. Woop. Well, I do not know the facts as to that or the period 
covered that he was talking about, if that was stated, or whether h: 
was talking about just MSA employees or total, including the Depart- 
ment of Defense, or what. I just do not know, Senator. 

Senator Mansrreip. Could you check up on that statement which 
was made by the Administrator, Governor Stassen, and furnish it 
to the committee? 


The following figures indicating a reduction in MSP overseas personnel were 
compiled from reports submitted by the agencies concerned: 


Employed by— 


State | TCA | Defense Total 


11, 892 
10, 916 









t 
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A number of qualifying comments with respect to these figures are neces- 


sary. In the first place, figures for certain types of personnel—personnel en- 


aged in programs (i. e., workers in arsenals, depots, ports), as contrasted with 
idministrative work—fiuctuate from month to month rather sharply due to 
ariations in the level of program activity; i. e., in the volume of goods being 
rroduced and processed. This is particularly true in the case of Defense 
rsonnel statistics as illustrated by the compariuble figures for personnel em- 


ployed by the Department of Defense on the Mutual Security Program in the 


ited States in the same period. In that period employment in this category 


rose from 30,145 on January 31 to 32,341 on March 31, a reflection of greater 


lume of shipments of MDAP materiel. In the second place, it is important 


to remark that an increase or decrease in personnel figures for MSP does not 


ilways reflect a comparable decrease or increase in MS? expenditures since, 
nder the laws governing MSP and the many different types of operations in- 
volved in MSP, expenses of MSP employment are charged in various ways. 
Thus there is no direct correlation between fiscal figures for the direct pay- 
ment of personnel out of MSP appropriations and the number of personnel whom 
t can be said are contributing to the program. For example, the reported drop 

Defense personnel employed overseas which is reflected in the above table 
need not, because of the method by which the personnel in question are com- 
pensated, result in a corresponding saving to MSP funds. 

I have one more question. How much reduction has taken place 
n the Washington office of MSA? 

Mr. Woop. I am sorry, Senator, I do not have the figure in my mind. 
We understood you were—— 

Senator Mansrievp. That is all right. 

Mr. Woop (continuing). Chiefly concerned with the European over- 
seas figures, but we will be very glad to put that into the record, too. 

Senator MAnsrieLp. Yes. 

(The information referred to follows :) 

Employment strength in MSA/W was reduced by 18 regular full-time employees 
during the period December 31, 1952, and April 30, 1953. In addition 4 reduc- 
tion-in-force notices have been released to be effective prior to COB June 30, 
1953. 

Senator KNowtanp. I might say, Mr. Chairman, I have looked over 
the testimony of Mr. Stassen here, and while I have not had time to 
read it in detail, I have not been able to find the figure that the Senator 
mentions. It may have been in either a press release or it may have 
been in some statement which covered several agencies, but I do not 
find that specific statement. 

Senator Mansrievp. It was a press release. I recall it quite well, 
and I thought Mr. Stassen was to be commended for what he had done. 
But I do not recall that the question was asked of him in the hearings. 

The CHairMAN. Do I understand that these figures—79 up to April 
30, and 489 up to June 30—including all the reduction in all of MSA, 
including the Washington office ¢ 

Mr. Woop. No, sir; they include only the overseas organization in 
Europe, not the Far East; nothing but Europe. 

Senator Mansrtetp. That is all I had. 

The CHarrman. Perhaps we will be getting close to it, then, if he 
made such a statement. 

Senator Know.anp. Do you have the figures on the Washington 
office ¢ 

Mr. Woop. We do not, Senator Knowland, I am sorry to say. 

Senator Knowtanp. Can you get that and supply it for the record? 

Mr. Woop. We will get that. Asa matter of fact, the 489, Senator 
y° . . . : € ‘ 
Wiley, was just a forecast reduction between April 30 and June 30. 
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it is even larger than that, if vou subtract the forecast figure of 2,6 
for June 30, 1953, from the figure at the end of December of 1952 
which was 3,218. I have not done that in my head, but it is somewhat 
under 600 DGS, I think. 

Senator Mansrreitp. Then it would be safe to say that the projected 
firure is In excess of the 15 percent ¢ 

Mr. Woop. Yes. As as matter of fact, the 15 percent applies for t 
period from the end of January to the Ist of July, and, may I poi 
out what is, I think, obvious, that when one has a going organization 
like this, one does not overnight just suddenly slash 600 or 700 peopl 

Senator Mansrie.tp. I understand that. 

Mr. Woop. You have to plan these things, not only from th 
standpoint of giving people notice, but also from the standpoint of 
properly winding up the work that can be drop ped, of arranging for 
others who remain to pick up part of the duties of those who leave tl 

organization, and I think any fair appraisal will indicate that, fir 
the re has been some real action to date, and, second, it is procee “ding, 
and on the basis of our estimates of the effect of the plans that we hav: 
put into effect, it will accomplish what I have indicated here. 

The Cuairman. There have been several statements submitted fo: 
the record which will be printed at this point. If there is nothing 
further, the meeting stands adjourned. 

(Whereupon, at 12:55 p. m., an adjournment was taken.) 
(The statements referred to are as follows :) 








STATEMENT OF Hon. OwEN J. ROBERTS, PRESIDENT OF THE ATLANTIC UNION 


COMMITTEE, RELATING TO THE EXTENSION OF THE MurvuaAL ASSISTANCI 
PROGRAM 


ATLANTIC UNION COMMITTEE, INC., 
New York 17, N. Y., May 27, 1953. 

On behalf of the Atlantic Union Committee, I urge your committee to endors¢ 
in full the President’s request for $5,828,752,000 for extension of the Mutua 
Security Program. We believe that at least this full amount is now essenti: 
for adequate promotion of our national security as well as for the successful 
operation of NATO, our primary bulwark against another world war. We 
believe, further, that any reduction in the amount requested by the President 
will be at the expense of our national security and our prospects of peace. 

The Atlantic Union Committee comprises many thousands of members through 
out the country organized in 140 chapters and a national council of nearly G00 
leaders in most areas of American life. It has promoted the Atlantie Unio 
resolution which had the support of more than one-fourth of the Members of 
each House of the S2d Congress. In accordance with recent decisions of its 
board of governors, the committee seeks to bring about an official convention 
of citizen delegates from democracies to explore the most effective and democrati 
way to strengthen the unity or union of the free, and supports every action and 
measure Which will promote an integration of the free peoples and thus repel 
the forces of Soviet communism. 

The importance of the Mutual Assistance Program relating to Western Europe 
for our national security, for the successful development of NATO, for victory 
in the cold war and for the future of freedom is underlined by three facts pointed 
out by the Secretary of State on May 5. 

1. The NATO allies now have a 3 to 1 lead over the Soviet bloc in production 
of steel, but if Russia could gain control of Western Europe, the ratio would be 
about 50-50. This fact is the more significant because the steel production of all 
other parts of the world is dwarfed by that of each of these areas 
2. Since NATO was founded our allies have contributed there times 
Atlantic defense as we have contributed aid to them. 

3. This program will produce more security for the American people than we 
could get by spending the same amount of money on a purely national program 
In other words, this program provides cheaper defense for America. 
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\ fourth fact, of particular significance in this atomic age, is s 

ire. Our NATO alliance possesses bases many thousands of miles neare1 

Russian production centers tha tussian bases are to American ¢ = 
Russia should succeed in gaining cont of Western Europe, this strategi 















itionship would be reversed and the danger of atomic attack on 
asurably increased Conseque , th \ e N \ ( 
ty and the development of NATO are ot ers 
erican family living in one of our gre: ies 
In the light of these four facts, the bens t e Ameri pe 
requested by the President and the d ae their highes s 
led in curtailing this program are 1 ily : ren I 
» bear the responsibility of reducing the M x ty Pr 












o be essenti: by Presicke Eisenhower, whose 


nis given unique authority by his unparallele X pe 


irity of our country. 











Hon. ALEXANDER WILEY, 
Chairman, Senate Foreign Relations 


Capitol Building, Washington 25, D. ¢ 







DeaR SENATOR WILEY: The American Association of University Won respect 
y submits for the consideration ol I t t 
support of an authorization of $9 mill 
is contained in the MSA Extension Act, and in support of supplemental appro- 
priations of $9,814,000 for UNICEF. We would appreciate the attached state- 
nt being made a part of the official committee record 
May we take this opportunity to thank you and the members of y ‘ nittee 
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IN SUPPORT OF APPROPRIATIONS FOR INTERNATIONAL CHILDREN’S 
Wel ‘ARE W 






STATEMENT 








In behalf of the American Association of University Women, the international 
relations committee of the association strongly urges passage of the MSA Exten- 








‘ 


sion Act, which authorizes an item of $9 million earmarked for international 
child-welfare work, as well as the passage of the deficiency appropriations bill 
for UNICEF involving the sum of $9,814,000 
Careful study of the UNICEF Executive Board’s repor 
the emergency fund must 






March 19, 1953, 
1e, Wur convic- 





convinces us that the work of 
tion is based on the following considerations : 
1. The emergency for which the fund was created has not ended. Ina recently 
ublished statement, Maurice Pate, Executive Director of UNICEF, said: “What 


uck me most forcefully on a recent trip to Asia was this: Disease among chil- 


















dren there today nstitutes ¢ re te t ( n rit icy 1 areas O11 















hildren, just as there is no area of any s ess pa l less political 
than the lives of its childrer Che sin y United States devotion to the 
manitarian principles governing its domestic life can best be demonstrated 
the international level through Unite N s fund 
United States failure to subscribe to UNICEF can but lead t sunder- 
Standing abroad. If the wealthiest nation o d begins I vy drive 
by withdrawing its support UNICEF, that 1 n ca scorn 






nd the suspicion of the rest of the world 1 rorieit intern n respect and 


d will in order to save a sum less than $20 million is to indulge in talse 












nomy. 
4. No United Nations agency or affiliate has an impressive lis nereté 


accomplishments to its credit, but many of the n fi I fund Was 







set up in 1946 are now adults, and 





their successors 
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Loth because humanitarian considerations require it and because the reputa- 
tion of the United States for international probity demands it, we beg the imme- 
diate passage of the aforesaid appropriations bills for UNICEF and for inte: 
national child-welfare work. 
ANNE GARY PANNELL, Chairman 
MARGARET M. BALL. 
BARBARA EVANS. 
ELIZABETH L, FACKT. 
LUCILE DrEN PINKHAM. 
MINNIE MILLER. 










STATEMENT ON THE MUTUAL SECURITY PROGRAM TO THE SENATE FOREIGN RELATIONS 
(COMMITTEE, BY Mrs. JOHN G. LEE, PRESIDENT, LEAGUE OF WOMEN VOTERS OF THE 
UNITED STATES 





The League of Women Voters of the United States would like to express its 
views on certain aspects of the Mutual Security Program to the Senate Foreig 
Relations Committee, This program, now gving into its third year, embodies 
the different types of foreign aid programs undertaken by the United Stat 
The League of Women Voters would like to emphasize the importance of the f: 
lowing economic features of the Mutual Security Program; namely: 

1. Keonomic aid to Western Europe. 

”. Technical assistance to countries in Asia, Africa, and Latin America. 

3. Funds for development projects in south Asia and the Near East. 

4. The United States contribution to the U. N. Technical Assistance Progr 

Keonomic aid in the Mutual Security Program is only about one-tenth as grea 
as the military aid being requested, but we believe the economie aid is just 
essential as the military. 










AID TO EUROPE 


The league believes that some economic assistance to Western lcurope is s 
necessary to help those nations carry on their defense program and to achieve 
greater economic stability. United States aid to Western Europe has be 
diminishing each year and in the absence of greater world tensions should tx 
eliminated in the near future. 

However, the league would like to point out that the United States could 
more to build a high level of economic stability in Europe by adopting a liber! 
trade policy. One of the main reasons continued economic aid is necessary 
becanse nations cannot earn dollars to buy goods essential for their econon) 
The United States has devoted much time and money to reconstructing the war 
damaged industries of Europe and has emphasized the superiority of a free- 
enterprise competitive system over state regulation and ownership of industry. 
The Europeans themselves will think the United States does not want the most 
for its money and that we are not sincere about the importance of competition 
if we do not allow more European goods to be imported into the United States 
An increase in such imports is in the national interest and could become a snbsii 
tute for economic aid. 


























AID TO UNDERDEVELOPED COUNTRIES 






In 1950 the United States began a modest program of providing technical 
assistance to nations in Latin America, Asia, and Africa. This program was to 
help the people who want to learn the technical methods of the more advanced 
countries. The technical assistance program was, and is, not a relief program, 
but one designed to produce long-term benefits. The League of Women Voters 
believes that the technical assistance program is based on the sound idea of 
working toward improvements in agriculture, health, and education. We do not 
expect miracles at once from this type of United States assistance, but we do 
think that if the program is continued over a number of years, accomplishments 
in terms of a better standard of living will be evident. 

The league also wishes to support the President’s request for funds for develop 
ment projects to supplement the work of the technical experts in the Near East 
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d south Asia. Weare aware that after people of one nation learn new methods 
mproving their standard of living, the next step is to put those methods into 
tice. This often requires capital equipment not available in that country. 

me countries earn sufficient dollars through trade to purchase such equipment 
ne nations are able to borrow the money from the United States Export 

port Bank or the International Bank. Others require direct assistance if they 

to begin building and developing basic industries which will benefit immedi 

y their people and their economy. There are nations, especially on the border 

he Soviet Union, which are subject to strong Communist pressures; they are 

particular need of this type of ussistance. We urge that the Congress author 
d appropriate money for development projects 


U. N. TECHNICAL ASSISTANCE PROGRAM 


The League of Women Voters would like the Congress to know that our members 
strongly support the U. N. program of technical assistance. This is such a small 
gram in terms of the money appropriated that it often goes unnoticed. Yet 
s U. N. program is one of the most successful aspects of the U. N.’s work. 
1ere are nations which would rather receive technical aid from t! U.N. than 
m the United States because a history of colonialism colors any relationship 
th a more advanced nation. The U. N. Technical Assistance Program deserves 
r continued support. 
In conclusion, the league would like to urge the Senate Foreign Relations Com- 
ttee to authorize funds and support appropriations for the economic sections 
the Mutual Security Program. Like most United States citizens, league 
embers are interested in economy in Government expenditures, but we believe 
e majority of United States citizens realize that some tax money spent to 
iild economic strength among the other free nations is a wise investment in a 
re stable and more peaceful world. 


GENERAL FEDERATION OF WOMEN’S CLUBS, 
Washington, D. C., June 1, 1958. 
Hon. ALEXANDER WILEY, 
Chairman, Foreign Relations Committee, 
Senate Office Building, Washington, D. C. 

My Dear Srr: Since the General Federation of Women’s Clubs has from its 
ery inception been interested in the welfare of children, and since under the 
UNICEF program the children of war-torn countries have had some consideration 
rom the United States, the women of the General Federation of Women’s Clubs 
feel very anxious about this program. 

Naturally the women of this federation are concerned with reduction of 
‘xpenses because it is the women of the home who come face to face with the 
problems of consumer goods. Regardless of this, women feel earnestly that 
‘eductions should not be made in the field of child welfare—first, because children 
ire charges of adults and we are responsible for their welfare; second, because 
properly fed, clothed, and educated children grow up into better citizens 

For these reasons the General Federation of Women’s Clubs would like to 
have the enclosed statement included in the record of your hearings which are 
to be held in the near future according to information that has come to my desk. 

Sincerely, 
SALLY BUTLER, 
Director, Legislative Research. 


CONTINUED APPROPRIATIONS FOR UNITED NATIONS INTERNATIONAL CHILDREN’S 
EMERGENCY Funp 


I am Sally Butler, legislative research director of the General Federation of 
Women’s Clubs, which has a membership of 54% million women in the United 
States with a voting membership of 815,000. The General Federation supports 
or opposes legislation only after it has been given authority to do so through 
resolutions adopted at national conventions. 

All except emergency resolutions are mailed in the convention call to member 
clubs 6 weeks before the national meeting. This enables them to take action and, 
f desired, instruct their delegates. 

The General Federation of Women’s Clubs, composed as it is of many of the 
mothers of the United States of America and of the world, deplores the fact that 
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e has been an inclination on the part of Congress to cut the appropriati« 
has been set up to care for the children whose lives have been shatte: 
he evils of and aftermath of wars. 
As American women our members in the United States are aware that we 
balance the budget of the United States Treasur) But we feel certain 
a good policy to let the children who need rehabilitation and proper « 
further We believe such a policy would likely result in losing fri 
United States rather than making friends. We know you can 
dship. We know, too, if we help to feed, clothe, and educate we mak 
possible for children to grow up into healthy young people. The knowledge t 
the United States of America helped them when they needed aid most will lik 
cause them to become citizens who will understand that the United States 
no greedy purposes. These young people who are tomorrow's citizens will 
the true greatness of our beloved country 
We, therefore, feel that the United States should continue to participate in th 
work of UNICEF by continuing its contribution to the fund, and would urge 
thorization for the full amount as it appears in the 1954 legislatien being « 


sidered 


NATIONAL FEDERATION OF AMERICAN SHIPPING, INC, 
Washington 6, D. C., May 29, 19538 
Mr. C. C. O’ Day, 
Clerk, Committee on Foreign Relations, 
United States Senate, Washington 25, D.C. 

Dear Mr. O'Day: Replying to your letter of May 27 regarding our opportunit 
to testify on the pending mutual security legislation : 

If you will be good enough to accept this letter as a statement from this o1 
ganization, Which represents a majority of all deepwater American-flag ship 
ping lines, we will be greatly pleased. 

Our understanding is that amendments have been offered to the existing mutuu 
security bills and these are being considered in the form of a committee print 

the procedure is the same as in the House Foreign Relations Committee, wher 
we testified 

We are American shipowners and operators. Our interest is primarily in the 
shipping provisions of existing legislation, which provide that not less than 50 
percent of the subject cargoes shall move on American ships. This is in support 
of the philosophy that while giving aid to our less fortunate friends, consideration 
must also be given to protection of the basic American industries, from whence 
the source of much of this strength is derived. As we understand it, these pro 
visions are in no manner disturbed by the proposed amendments. We support 
the proposal which is before the committee and we would like to say that we also 
support mutual security aid as being beneficial and justifiable in behalf of our 
own country, of the recipient nations, and the free world. 

Yours very truly, 
FRAZER A. BAILEY. 


STATEMENT OF D. T. BUCKLEY, CHAIRMAN, GOVERNMENT RELATIONS COMMITTEE, 
CoAL EXPORTERS ASSOCIATION OF THE UNITED STATES, INC., BEFORE THE SENATI 
COMMITTEE ON FOREIGN RELATIONS WITH ResSPECT TO EcoNomMic AID UNDER 
rHE MuTUAL SECURITY PROGRAM, May 1953 


My name is Daniel T. Buckley. I am assistant to the president of Castner, 
Curran & Bullitt, Inc., with offices located at GO East 42d Street, New York Cit 
[ am appearing in behalf of the Coal Exporters Association of the United States, 
ne., in support of the request of the Mutual Security Agency for the fiscal year 
ending June 30, 1954, which is presently being considered by your committee. 
Kach year since the beginning of the Foreign Aid Assistance Act of 1948, we hav: 
appeared in support of the Administration’s request for funds. 

Since my last appearance before your committee in April 1952 there has beet 
a substantial improvement in the European coal situation, and this is best 
reflected by the increased production that occurred in 1952 by comparison with 
what coal was produced in 1951. 

My exhibit No. 1 attached hereto sets forth the historical survey of coal pro 
duction by countries on the Continent and in the United Kingdom for the years 
1945-2, inclusive. It is interesting to note that there has been a substantial 
increase in production since the termination of the war in 1945, and that the 


I 
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production for the calendar year 1952 was 472 million metric tons, an increase 
of 12 million metric tons over the coal production in 1951. Your committee may 
be interested in knowing that our estimate of production for the calendar year 
1952, which was submitted to you in April of last year, indicated « production 
of 472 million tons. Therefore it is a source of great satisfaction to our asso- 
ciation in having made such an accurate estimate which would not have been 
possible were it not for the Organization for European Economic Cooperation, 
whose Officials have followed the matter of coal production very closely because 
of the important part it plays in the economy of Europe. 

While there was an increase in European coal production in 1952, there was 

lso a corresponding increase in consumption. The fact that production had 
increased enabled Europe to curtail substantially its importation of coal from 
the United States, and this is best reflected by my exhibit No. 2, captioned 
“United States Overseas Exports of Bituminous Coal by Continental Groups, 
Years 1946-52, and Comparison Between January-February-March 1952 and 
1953." This table sets forth the overseas exports of bituminous coal from the 
United States to the various countries of the world and you will note reflects a 
reduction in shipments to Europe of approximately 7 million net tons for the 
calendar year 1952, as compared with the calendar year 1951. 

The comparison between the first quarter of 1952 and the first quarter of 1953 
reflects the general improvement in coal production in Europe and the United 
Kingdom when we consider that there was exported in the first quarter of 1952 
in excess of 9 million tons as compared with only 2 million tons in the first 
quarter of 1953. However, you will note that the movement of coal to other 
countries of the world has been quite substantial and the shipments to Asiatic 
countries are presently running at a rate of approximately 4,600,000 tons a year. 

It is expected that exports of coal to all countries of the world will be approxi- 
mately 15 million tons for the present calendar year and the bulk of this tonnage 
will consist of high quality coking coal, of which there is a world shortage and 
which requirement can be supplied only by the United States 

My exhibit No. 3, captioned “United States Overseas Exports of Bituminous 
Coal by Countries of Destination and Continental Groups,” sets forth the over- 
eus exports of bituminous coal by countries of destination and continental groups 
for the first quarter of 1955, as compared with the first quarter of 1952 and 
country by country in Europe, and shows the material improvement that has 
taken place in the production of coal in Europe and the United Kingdom since 
a year ago. This improvement has enabled these countries to get along on a 
substantially lower tonnage from the United States than was needed when their 
production was at a much lower level. 

My exhibit No. 4 sets forth single-trip vessel rates on coal from Atlantie ports 
to selected European destinations by months from January 1951 to May 1953, 
inclusive. This shows a substantial reduction in water-transportation rates 
since January 1951. ‘This has enabled the European coal consumer to purchase 
coal at a substantially lower cost, and this has had a very definite effect on the 
Europen economy because it has resulted in the production of coke and gas 
at a much lower cost than when the vessel rates were at substantially higher 
levels, 

Many people believe that the shipment of American coal to Europe is paid 
for with dollars appropriated by Congress and this misunderstanding continues 
to exist in this country whenever the exports of American coal to Europe are 
discussed. Therefore, we once again wish to state for the benefit of Congress 
and the American people that approximately 75 percent of the dollar payments 
made by European countries in the aggregate are free dollars; that is, dollars 
which they themselves pay from their dollar earnings and not from dollars ad- 
vanced by the United States through the Mutual Security Agency. There are 
many countries in Europe who pay in free dollars for 100 percent of their Ameri- 
ean coal imports, and this has been true for the past several years. The actual 
dollar expenditures on the part of our country for the approximately 21 million 
tons of coal exported to Europe last year was only 866 million, which indicates 
that the balance of these purchases of some $200 million were paid for with free 
dollars. 

The countries in Europe have shown a vast improvement in the overall coal- 
supply situation, but there is still a deficit of high-quality coking coal needed 
for the vitally important steel industry, and the United States is the only source 
able to satisfy this deficit. 

There has been a substantial reduction in the price of United States coal 
and in the cost of vessel transportation so that United States coal of the highest 
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quality can be delivered in Europe at approximately the same price as ce 
from the Ruhr and the United Kingdom. 

The present level of coal shipments from the United States to Europe of t! 
high-quality coking coal no longer represents a major drain on the Buropea: 
dollar resources, but the principal dollar payment with MSA funds is for t) 
purchase of fuel oil which is moving into Europe from the Middle East in eve: 
increasing quantities and has created a most serious dollar problem. 

In the past, coal was the major source of energy supply in Europe. Howeve 
there has been a definite trend toward the importation of Middle East oil t 
Europe, a substantial part of which is paid for with MSA dollars. We believ; 
that the European coal-producing countries deserve commendation for the ex 
cellent production job that has been done in recent years, and when we consider 
that their operating conditions are entirely different from what we find in th: 
United States, and the fact that their mines do not lend themselves as easi! 
to mechanization which results in having to produce most of their tonnage wit! 
manual labor, it is most encouraging to note the real improvement that ha 
taken place during the past several years. 

It is also a fact that these countries do not have the unlimited coal reserve suc! 
as exist in the United States; their seams of coal are much thinner, the mines ar 
much deeper, and the substantial improvement that has occurred is a great tribute 
to their honest desire to help themselves rather than to depend upon outsid 
sources for the major part of their energy supply. 

We believe that by furnishing the best quality of coking coal at the lowest 
possible delivered price we are performing a real service to the European con 
sumer and will continue to do so until such time as Europe will once again be abl 
to fully meet its own requirements, 

The Coal Exporters Association has been most happy to note that the Europea: 
Defense Community in its most recent report has indicated substantial improve 
ments due to the operation of the Schuman plan. 

The Coal Exporters Association of the United States, Inc., is only too happy t 
support the administration’s request for funds for the next fiscal year not onl) 
for Europe but for all of the other countries as well, and while we realize that the 
sum of $5.8 billion represents a substantial contribution, it still is a reduction of 
$1 billion from the amount that was estimated by the previous administratior 
as necessary for the fiscal year ending June 30, 1954. 

We believe that if we are to maintain a free world, the United States must pla) 
its part until such time as the free world is able to stand on its feet. 

We believe the countries of Europe, since the beginning of the Foreign Aid 
Assistance Act of 1948, have shown a material improvement and we in the coal 
industry know that the countries of Europe and the United Kingdom, which have 
increased their production from 396 million tons in 1948 to 472 million tons in 
1952, have been trying to help themselves and we are confident that there will be 
a continued improvement in the years to come. However, until such time as the 
free world is able to stand on its feet we think that the administration is fully 
justified in lending its monetary support to all the countries for which they have 
requested dollar aid. Therefore, we ask that your committee report out the 
full amount now requested. 




















































































































Exurpit No. 1 


Historical survey of coal production 


{Million metric tons] 





| 1945 1947 


198 | 19419 | 1950 | 1951 | 1952 


| 

| 

ya af a ae 
| 212.7] 218. 219. .5 | 23 
| 






































| 

United Kingdom | 195.7 | 200.6 7 6 8} 226.5; 230.1 

Western Germany | 35.5 71.1 87.0 103.2 | 110.8 | 118.9 | 123.3 

France ! 33.3 | 45.2 43.3 | 651.2) 52.0 | 54.4 | 56.8 

Belgium 15.8 24.4 26.7) 27.9) 27.3) 29.7) 30 

Netherlands 81] 101] 2.0] 11.7] 123] 324] = 12. 

Ttaly 8 1.2 1.0 1.1 1.0 1.2) 1.1 

Portugal 4 ‘ 1 4 

Sweden 4 a | 3] 2 1.0 1.0 1.0 

Treland 2 | -2 2 |} | 

FNA 3 5 5 .6 yO 7 BOT 

Saar sh 3.5 10.5 12.6 14.3 | 15.1 16.3 16. 1 
Total ‘ 281.0 364.5 395.7 | 420.4 439.9 461.0 471.9 











1 Figures for France do not include “high volatile coal’’ of Provence, lignite from Hostensand small lignite 
mines 








Source: From reports of the Organization for European Economic Cooperation. 
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EXHIBIT 2 


nited States overseas exports of bituminous coal, by continental groups, years 
and comparison De fireen January, Fe bruary., and Va ch, 195 2 and 


Period 


Mar. 1952 
Mar. 1953 


1 Excludes Canada. 


urce: U. 8. Department of Inter 


EXHIBIT 


United States overseas exports of bituminous coal by countries of destination 
and continental groups 


{Net tons] 


1953, January-| 1952, January- 


Country of destination Maret Marct 
aVit i viaren 


North and Central America 
Bahamas 
Bermuda 
British Honduras 
Costa Rica 


salvador 
rench West Indies 
Guatemala 
Honduras 
Jamaica 
Mexico 
Nicaragua 
Panama, Republic of 
rrinidad and Tobago 


Total 


South America: 
Argentina 
Bolivia 
Brazil 
Chile 
Ecuador 
Surinam (Netherlands Guiana) 
Uruguay 
Venezuela 


Total_. 


Europe: 
Austria 
Belgium and Luxembourg 
Denmark 
Finland 
France 
Germany (West) 
Gibraltar 
Ireland (Eire) 
Italy 
Netherlands 
Norway 
Portugal 
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United States overseas exports of bituminous coal by countries of destination 
I OT 
and continental groups—Continued 


| 
. . 1953, January-|1952, Janua 
y des ti : 
Country of destination March | Marcel 


Europe—Continued | 

Spair 3 
Switzerland 15 
Trieste | 
I ted Kingdom | 21¢ 
Yugoslavia j 


rota 


Asia 
Japa 
Pakistan 
Philippines, Republic of 
Chailand 


rotal 


ania 
French Western Pacific Islands 


Morocco 


West Africa 


Libya 

Madeira Islands 

lunisia 

Western Portuguese Africa 


uminous coal exports 


‘anada 


Bureau of Mines 
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ExHisir No. 


Single-trip vessel rates on coal from 


1951 


itlantic ports, by 
to May 1953 


months, from January 


Per gross ton] 


000 
000 
vw) 
2. 000 
2 000 
wo 
000 
000 
? OOO 
000 
2, OOO 
2 000 


> OOO 


60 } 5 5 ». 50 9 
5 1s ' 


Or 


wo 


000 


2, 000 


4.80 


2, 000 


From reports of W. W. Battie & Co., Ir ight Report. 
NATIONAL CONGRESS OF PARENTS AND TEACHERS, 
Washington, D. 0., May 24, 1953. 
SPNATE FOREIGN RELATIONS COMMITTEE, 
United States Capitol Building, Washington 25, D. C. 


(Attention Mr. O’Day, Chief Clerk.) 


DEAR Mr. O’Day: Yesterday Mr. Wilcox agreed that a letter from the National 
Congress of Parents and Teachers re UNICEF could be included in the record 
of testimony supporting same. 

Therefore, for your convenience I am enclosing the page from the Congressional 


o- 


Record of April 25, 1953, in which Senator Wiley had placed this letter with 
appropriate comments. 
We believe it will be useful to the Foreign Relations Committee and others 
who may read the committee hearings on UNICEF that this letter be included 
Thank you very much. 
Very truly yours, 
Evitn G. FISHER 
Mrs. Robert Edwin Fisher, 
Foreign Relations Member of the Washington, D. C., Committee 
on Legislation for the National Congress of Parents and Teachers. 


Pneclosure. 
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NATIONAL CONGRESS OF PARENTS AND TEACHERS, 
Chicago, Ill., Aprit 20, 1953 
To: The Members of the 83d Congress of the United States. 
From: The National Congress of Parents and Teachers, Mrs. Newton P. Leonard 
President. 
Re appropriation for the Wnited Nations International Children’s Emergency 
Fund. 


The National Congress of Parents and Teachers, with its nearly 8 milli 
memberships and 40,000 PTA’s throughout the country, is concerned with the 
welfare of children in all parts of the world. It is our deep conviction that 
the lives of our children are permanently and inextricably bound up with the 
lives of children everywhere. We have therefore been seriously disturbed to 
learn that the appropriation for the United Nations International Children’s 
KXmergency Fund has been omitted from the current budget. 

Because of the part that today’s children will be playing in tomorrow’s world 
we want to have the appropriation for UNICEF reinstated this year and to be 
assured that a continuing program of this kind will be established. 

We know that you, too, are conscious of the tremendous importance of main 
taining the world’s children in health and safety. We therefore urge that you 
give careful consideration to the value of the UNICEF program and to the possi 
bility of introducing an appropriation for its continuance. We are convin 
that curtailment of this appropriation would result in critically undermining 
the health and welfare of children in many lands. As we have watched the 
functioning of the UNICEF program, we have been impressed with the beneticia] 
results of such measures as the distribution of medicine, foods, and clothing; 
the use of vaccines; the spraying of clothing and homes with DDT and other 
insecticides; and the plan for matching funds that are raised locally for child 
welfare in many forms. 

In the name of the nearly 8 million memberships in our organization, we urg 
you to use your influence to the utmost in order to guarantee that such service 
shall not be discontinned. It is our sincerest hope that the appropriation for 
the United Nations International Children’s Emergency Fund for this year 
will be reinstated in the budget in its entirety. 


STATEMENT OF ELIzApeTH A. KENDALL, UNITED STATES TAXPAYER 


\ concrete and realistic proposal incorporated in our altruistic foreign-: 
bills, it seems to me, would not be amiss. Perhaps our foreign aid would ha 
been more appreciated all along and very likely our foreign relations today would 
be in healthier condition if we had carried through some plan of practical nature 
in connection with the aid. I very much hope that such a businesslike suggestion 
as the following will be incorporated in the measure before the Foreign Relati 
Committee approves the bill. This is an extract from my letter to this committ« 
and its members dated July 17, 1950, and it is similar to a proposal submitted | 
you in 1949 during hearings on this same type of legislation: | am happy to say 
that the same idea occurred to other persons at the same general time, or 
earlier, and that it seems well received and a “natural.” I quote: 

“The second step * * * would be our requesting some nations receiving 
ECA and military aid to cede to us certain lands they now claim in the Antarctii 
and/or grant leases or royalties on possible mineral wealth. Our aid abroad 
will doubtless continue under one name or another and that is all very wel! 
but the United States taxpayers and their great grandchildren may be very 
glad to have something in return, especially inasmuch as historically we ha\ 
rights to great tracts in the Antarctic. The exploring heroes of other lands 
would, I feel, be glad to know that their work would enable their homelands to 
stand on their own feet, at least in some measure. [The ‘first step’ would be 
the claiming of our own rightful Antarctic lands.]” 

As much mutual security comes from trust and good psychological conditions 
as from adequate arms, trade, etc. This suggested addition to the bill would 
create an atmosphere of trust, I think, for it would show a high degree of con 
structive leadership and vision for the future and also would lessen or eliminate 
the feeling of recipient nations that they are in the position of beggars. 

In order to make this an equitable addition to the foreign-aid bill it would, 


of course, be necessary to provide in the language that all recipient nations cede 
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ome land to the United States for the aid. Then in certain instances this could 
e waived, in operation, but in the cases of nations having Antarctic claims it 
vould be enforced. 

{ businesslike and straightforward declaration of the fact that the United 
States would like to have Antarctic property is sensible at this time, for a number 
if reasons of which you are aware, Iam sure. And this is the friendly and logi- 
al way to arrange for grants of land or mineral royalties and possibly at the 
ime time untangle some overlapping claims, and so forth; the patience and 
wic necessary for this undertaking is available, I feel sure, in our Congress, 

th the assistance of our own Antarctic experts. It is to be regretted that 
some of these Antarctic students who might well have helped the Congress to 
iake Wise decisions have passed on in recent years. 

Not only will the United States, then, benefit through this suggestion, but 
much will be accomplished toward assuaging today’s distaste that recipient 

untries are feeling about accepting our “handouts.” These nations find them- 
elves in difficult positions—needing the aid, but not wanting to take it as a 
ift. We want to give it, because we see their need, and we have some of the aid 

ive. But an injection of common sense cannot go amiss 

Moreover, in this very bill before us there are mentioned the United States de- 
ticiencies in some materials, for example in section 519. Now, certainly it is 
ery Well to arrange for replenishing our natural resources from known stores 
n other continents and helping other nations replenish their dwindling resources 
rom anything we have in surplus. But a world leader does not just let it 
go at that. A leader uses vision, imagination, initiative, and “git-up-and-git” to 
find brand new natural resources. Where better to go than to Antarctica, the 
reat untapped continent? 

Of course, in considering the above proposal for insertion in our foreign-aid 
neasure, it is necessary to take into account the State Department’s policy and 
thinking in regard to Antarctica. Your committee has received communica- 
tions in the matter in the past. It is my understanding that the official policy 
emains as expressed by Charles Evans Hughes in the early 1920’s prior to any 
\irplane flights in Antarctica and prior to the making of official claims by several 
f the other present claiming nations. It is highly doubtful that a United States 
wlicy established so long ago is adequate to meet today’s conditions, no matter 
how well-considered it may have been at the time pronounced. 

This policy is that the United States has not recognized any claims of other 
ations to territory in Antarctica: it has refrained from asserting an official 
claim and has reserved any rights it may have as a result of American activities 
nthe area. The words “reserved any rights it may have’ do not seem to express 
nything at all. Any country can go around reserving its rights in nebulous 
tatements but none of that means much in the light of the fact that the United 

tes and most other nations are agreed that “occupation and administration” 
re the things that count in securing claims. Our policy, then, is way behind 

> times, for other nations are going forward with “occupation and adminis- 
ation” in Antarctica as fast as they can—and they all receive economic and/or 
ilitary aid directly or indirectly from the United States taxpayers. 

Furthermore, there is an overall outlook regarding Antarctic sovereignty as 
expressed by the State Department that is disturbing because our national 
iterests do not seem to be protected at all thereby. I do not have a statement 
singed officially by the State Department but the following paragraph is the 
substance of the present outlook on the whole question: 

“Should it become apparent that the resources of Antarctica or its airstrate- 
ical potentialities are of great importance, it will no doubt become necessary 
to settle the conflicting claims to sovereignty. Any decision in regard to that 
rea would obviously be a powerful precedent for the settlement of comparable 
laims in the Arctic despite the physical differences between the two areas. It 
s possible that the matter could be adjusted by a conference such as that which 
roduced the Berlin Act of 1885 concerning Africa. On the other hand it would 

ilitate the work of such a conference if there were first a decision by the 
International Court of Justice regarding the applicable law. The decision of 
he Permanent Court of International Justice in the Eastern Greenland case is 
vidence that such a question can be handled judicially. The matter might well 

be referred to the Court for an advisory opinion by the General Assembly of the 
United Nations in the interest of peace and of the progressive development of 
international law. It might equally be referred to the Court by any two states 
whose claims in Antarctica conflict. In the latter case one might anticipate 
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that other interested states would ask leave to intervene under article 62 of 
the statute.” 

This is quoted from an editorial by Dr. Philip C. Jessup in the American 
Journal of International Law, volume 41, (1947) pages 117-119. Now, having 
had only one course in law school, I am not equipped to debate with Dr. Jessup 
on his findings. As an unbiased, disinterested, unprejudiced summation of th« 
matter in a law journal this may be all right. But, I expect the United States 
State Department to be highly biased and highly interested and highly preju 
diced on the side of the taxpayers of our country. However, the outlook as 
expressed above is almost verbatim of the current outlook of the Department 
The assumption is that “other interested states’ might intervene and put in 
an appearance and suggestions at the International Court. Maybe they would 
But that does not very well mean the United States. We have no political 
Antarctic interests, nor apparently even any scientific interests any more. Ws 
have no bases, no expeditions, no plans. And definitely no land claims. We 
have shown no official national interest whatsoever since the Navy trip led by 
Byrd and Cruzen, 1946-47, and the private expedition and winter study led by) 
Ronne, 1947-48 (with the exception of a brief summer Navy trip to wind u 
some photographic matters in 1947-438). 

As a matter of fact, we have shown a lack of national interest rather thor- 
oughly. First by proposing in 1948 some form of internationalization (a mat 
ter never discussed by the citizens nor the Congress). Second by canceling the 
1949 Antarctic expedition after all arrangement had been made—as an economy 
move, it was stated. 

Why can it be calmly assumed we would be allowed to intervene in an Inter- 
national Court case except by the courtesy of an invitation to be an observer? 
And why should we assume we would be invited or admitted inasmuch as it is 
our policy officially to show no political interest in Antarctica either in favor of 
ourselves or in favor of any other nation? (This has been modified by the 
Japanese Peace Treaty through inclusion of Antarctica clause, and by the Ger 
man Pact through omission of Antarctic clause.) 

All of this is germane to any debate on extension of our foreign-aid program.. 

Dusting off our Antarctic policy, making definite claims to our rightful prop 
erty down there, establishing bases thereon, and obtaining for future develop 
ment certain properties through cession under this Federal-aid bill, all would 


be an orderly procedure and one worthy of a world leader and banker such as 
our country is. I feel sure we have the statesmanship capable of doing this 
work in a forthright way that can mean mutual security, mutual friendship, 
and mutual prosperity for many quarters of the globe. 


STATEMENT OF Mrs. AGNES WATERS, WASHINGTON, D. C., BeErorE THE "SENATI 
FOREIGN RELATIONS COM MITTFE! 


AGAINST ALL THE FOREIGN ATID BILLS 
[Excerpts] 


Mr. Chairman, members of the committee, my name is Mrs. Agnes Waters. I 
live at 9836 New York Avenue NW., Washington, D. C. I appear here in opposi 
tion to the foreign-aid bill or the extension of the so-called Mutual Security Act 

I charge that this bill is a part of an international conspiracy to set up a 
Soviet world state with our United States tax moneys and the lives of our 
American citizens. I am against all the foreign policies of Truman and company 

This bill is a threat against the security of the people of the United States of 
America that you took an oath to serve and defend. 

Stalin said, “We will spend America to destruction.” This bill does it. That 
is exactly what this foreign-aid business is doing to America wth our money: 
it is actually financing communism the world over instead of containing com 
miunism ; it is not anticommunism but communism in action. 

I read in the newspapers recently that a group of American businessmen made 
an investigation of this so-called mutual security abroad, and they came home 
and demanded that it be abolished, and they also have asked the Director, 
Harold Stassen, to resign. 

I also call your attention to the fact that the American people, millions strong, 
went to the polls last November and voted Mr. Truman and his foreign policies 
out. But you don’t seem to take any note of that fact. The American people 
repudiated these foreign policies and gave the Congress a mandate to get rid 
of these treacherous measures, 
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The foreign policies of the Wilson, Roosevelt, and Truman administrations of 
tax and spend are being carried out by the Eisenhower administration. The 
Wilson administration helped to finance the Russian revolution. Those foreign 
policies were to help or aid other nations to obtain a free government of the 
people’s choosing, and so you have seen practically every Christian nation upon 
the face of the earth disappear behind the Iron Curtain, and this was done with 
our money. 

“We are creating a world,” I heard Mr. Dulles, who was testifying for these 
bills, tell the Senate Foreign Relations Committee. 

I thought only God could create a world, and I so stated then 

What we have got to do is to stop meddling in the affairs of other nations 
and mind our own business. Quit arming natives for uprisings. 

Right now over in the Senate there is pending on the floor for a vote a world 
government under NATO reported out by the Senate Foreign Relations Com- 
mittee without 2 dissenting vote to turn us over to our enemies. 

There are 3 secret NATO treaties signed in London by Acheson in June 1951 
that were recently sent to the Senate for ratification by President Eisenhower, 
and his Cabinet testified for these treaties in April 1953. These treaties set up 
i world government under the NATO and it is planned to include Germany and 
Japan in this setup. With unlimited armed foreign troops to be allowed by this 
treaty to invade America, we are to become an oceupied country, if you please. 

The NATO world government is to be inviolable to entry and immune from 


earch or investigation and arrest. It is to have controis over currency and 
exports and imports, and the foreign armed troops from the nations who are 
nembers of this world government are to have free access to this country. The 





State Department admits that 12,000 foreign troops are already here in the United 
States of America. 

Our immigration, passport, and visa laws are suspended 
\lready our armies are taken from us and unlawfully placed at the disposal 
of the United Nations, which is Red from top to bottom, so that two of our best 
generals, MacArthur and Van Fleet, have testified that under the U. N. com- 


by these treaties. 


mand they are not allowed to win the Korean War. We are drained by drafts 
of our men who are put at the disposal of foreigners. Our American men are 
fast being mass-murdered in Korea, But this is too slow for our enemies so they 


devise the treaty method of capturing us here at home, lock, stock, and barrel: 
and abroad our Armed Forces and their dependents and civilians are expatriated 
and put under foreign law, 

That's the new method of world revolution, police action like the coup 
d'etat at Prague. 

* % * * * * * 

Practically all of our foreign policy bills including this one before the com 
mittee today were formulated and supported by Communists in and out of the 
State Department, and recent congressional investigations have proved that the 
State Department is rotten with Reds and that a Communist superlobby Oper 
ated for years in this Capitol for all of the foreign policies and war bills. Congress 
has volumes of evidence of this conspiracy. * * 

You also have evidence that several of our so-called allies including Soviet 
Russia are shipping strategic materials of war to the Reds in China that are 
being hurled against our troops in Korea. And you know, too, that Great Britain 
has a 20-year treaty of alliance with Soviet Russia made on June 11, 1942. 

Both General MacArthur and later General Van F.eet, as former commanders 
under the U. N. in Korea, have testified here that they were not allowed to win 
the war in Korea. ‘They were told to make it “just a delaying action” and it was 
known as “buying time in Asia.” General MacArthur said this Korean war 
should be ended as soon as possible, but you go on with buying time, gentlemen, 
with American lives poured into Korean mass-murder traps. And you con- 
stantly draft more Americans for more wars, and it is planned to set up five of 
these mass-murder traps in other trouble spots in the world, especially in the 
Middle East, where the third world war is to be fought, and the Director of this 
Mutual Security Program, Mr. Harold Stassen, who long has been associated with 
so-called liberals and one-worlders, is now out with the world revolutionist, 
Mr. Dulles, stirring up the great battle of the Middle East, which I heard Will 
Clayton testify is yet to be fought. And, by the way, Mr. John Foster Dulles 
was in Korea just a few days before the, “police action” there, and no doubt 
he was the one who touched off the shooting. Dulles is “assisting foreign peoples 
to establish a free government of their own choosing,’ which was also the policy 
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of his late uncle, Lansing, who was Secretary of State under Woodrow Wil!s«; 
who helped finance the Russian revolution. * * * 

The State Department admits that already 12,000 foreign troops are her 
in this country and that executive agreements are already in operation, makir 
it almost impossible, after 2 years of secret operations, fer the Senate t 
this outrage. 

This is the Iron Curtain going down over America, and indeed the enti) 
world. 

I recall that testimony was given before the Dies committee in Congress ma 
years ago that the Soviets plan a black Soviet Republic in our South and ¢! 
they intend to give our Pacific coast to the Japanese. 

Well, it’s coming to pass now with these terrible foreign-policy bills, drafts 
wars, and secret treaties. I wonder what secret treaty we got with Japar 
when it’s admitted that the NATO is to be extended to take in the Pacific unde: 
the agreements with Japan made at the time of the Japanese Peace Treaty, 
whereby Japanese armed troops are to occupy America; and that is in the 
hearing on the recent supplemental NATO treaties now about to be ratified on 
the Senate floor. 

I also reeall that during the Second World War that Russia had a treat 
of alliance with Japan and that Russia did no fighting in Asia and did not conx 
in on our side until after we had done all the fighting and we had won the 
victory. The Japanese had tried to surrender 6 months before we accepted the 
surrender of Japan, and we held it up to allow Russia to get in on the spoils 
of war and take over just a few days before the peace. In the meantime for 
6 months our boys were needlessly dying. 

Also, I recall that before any peace was consummated the Reds put over on 
us the Charter of the United Nations, a world government, and I identified these 
Reds who ganged up on the Senate to pass it. I fought the charter before 
the Senate Foreign Relations Committee in July 1945. U. N. was the secret 
Soviet police state plan. It appears that way now more even than it did to 
me at the time. The evidence proves it was an international conspiracy to take 
us over, and they got our Armed Forces and are now mass-murdering our men 
and plotting more treaties. 

* * o . * + o 


And here you are considering more of the same. You ought to be bus) 
repealing the charter of the U. N. and the NATO and stop wars and drafts and 
get our Armed Forces back home. 

Our Armed Forces without authority were turned over to U. N. and NATO 
by Executive agreement without consulting Congress. And simultaneously with 
President Kisenhower’s recommendation for ratification of the 8 terrible secret 
treaties of Acheson, admitting- unlimited and armed foreign troops into this 
country, the President has asked Congress to draft some 33,000 doctors, some of 
whom are to be veterans, setting the precedent for a draft of veterans. 

One of these three secret treaties would expatriate our Armed Forces and 
their dependents and the civilians with the North Atlantic Pact forces abroad, 
and our Americans are to be drafted as slaves and sent at the request of these 
foreign nations who are members of the North Atlantic Organization Council 
into the receiving countries abroad, and our Armed Forces are to be deprived 
of their God-given rights as American citizens and placed under foreign laws, 
where they are to be arrested and tried without any recourse to the protection 
of the American flag, and a world government set up here immune to investi- 
gation. 

This is the modern method of world revolution as practiced abroad. It means 
the capture of entire armies in those foreign nations without the firing of a 
shot. It is Soviet police action, as was done to the people now behind the Iron 
Curtain. Forty thousand helpless Christians were arrested in one sweep in the 
coup at Prague. Do you want that to happen to our Armed Forces abroad? 
And this treaty is to be ratified by the United States Senate at the request of 
Messrs. Eisenhower and Dulles and others. 

Already the Senate Foreign Relations Committee has approved these terrible 
treaties without a dissenting vote, and they are now on the floor of the Senate 
for ratification. Senator Taft has refused to allow them to be voted upon so 
far, but he is now in a hospital. This is a most desperate situation. 

I demand you repeal NATO. I demand that you repeal the terrible charter 
of the United Nations and take back our Armed Forces from those Soviets who 
now control war or peace, * * * 
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Now, how do you think we can win a war in Korea or any other place under 

ese terrible conditions’ Why, our men are going to certain death in chains 
with their hands tied behind their backs 

The Security Council of the U. N. holds the power of life or death over our 
people, and they are putting us to death. 

This is also true of the North Atlantic Pact Treaty, which is just another arm 
of Soviet aggression against us, and they, too, have captured our Armed Forces 
by treaty law. 

At the same time that President Eisenhower asks for drafts of Americans at 
the request of foreigners and these Americans are expatriated by treaty law, 
the President also asks for the admission into this country of unlimited and 
armed foreign troops, and 240,000 more DP camp followers and spies 

I demand that these vicious bills and treaties be killed. 

The FBI reports that the Reds plan to slay one-third of the American people. 
This is being fast accomplished by these bills. 

* * * * * * * 
Stop foreign aid. I ask that this bill be killed and that you repeal all vicious 
eaties, stop wars, stop drafts, and bring home our boys. 

Yours for America only, 
AGNES WATEKS 





APPENDIX 


Subsequent to the heairngs, the following information, referred to 
on page 304 of this volume, was received by the committee : 


Fiscal year 1954 authorization request, Mutual Defense Materiel and Training 


[In millions of dollars] ? 
KHurope wats * $2, 179. 690 
Illustrative country programs: * 
Belgium ences : ; $182. 026 
Denmark . 92. 289 
rance i ’ eae 317. 488 
Germany ‘ . 816.588 
Italy : ; , : 375. 722 
Luxembourg___ J . 009 
Netherlands . ‘ 938. 656 
Norway , ica os z 20. 056 
Portugal , ‘ 21.189 
Spain : ‘ ial 5 91. O91 
United Kingdom — Paes ; 59. 397 
Yugoslavia —_- ; ‘ "4 7 3. 906 
Near East and Africa___- in - * 405. 213 
Asia and the Pacific_____-_ hoes ‘ ; 1, 081. 620 
American Republics siltnisiditietoarlil ; : lia 715. 000 
‘Reflects net dollar requirements only. Local currency requirements will be additive 
» these amou s 
2 fe fle« ts a ce ings’ of $354 million reported to the Congress on May 27, 1953. 
Savings not distributed among the illustrative country programs, 
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